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Will the war stimulate 
U. S. business and em- 
ployment? See size-up 


of coming business con- 


ditions by B. C. Forbes 





Forecasts 


e, At critical time for in- 
dustry, business leaders 


and economists forecast 


fourth-quarter business. 


See inside for results 











Boom Town 


How one man plus anew 


idea plus the nerve to 


drive forward did what 


others can do: Started a 





| home-town boom 
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“Unforeseen 


events...need not change and shape the course of man’s affairs” 





BROKEN: One Puppy’s Leg—One Little Boy’s Heart 


No one would deliberately break a puppy’s leg... and a 
little boy’s heart. And somewhere there is a driver who 
won't sleep very well tonight. Over and over, a terrifying 
thought will repeat itself...“A few inches more and I 
might have run down the child.” 

The Maryland has long been a leader in the fight to 
lessen automobile fatalities. The saddening fact is that so 
many of these accidents could be averted. 


All it requires is the exercise of common sense on the 


part of the driver, and ordinary caution by pedestrians. 

If you are a parent, supplement the work The Maryland 
is doing in schools—train your children never to cross 
streets in the middle of the block, never to play in the 
street. 

If you are a driver, train yourself to drive carefully, 
always on the alert. With your individual interest and help, 
the cause of safety can progress more rapidly. Maryland 


Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 


to help you obtain protection against unforeseen events in business, industry and the home. 
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What's 
tnlheWind 


No ONE needs to be told that this par- 
ticular forecast issue comes at a critical 
time for American industry. 


The run-of-the-mine hazards which 
the business man faces are bad enough. 
To them is now added the supreme 
hazard of European war with the cer- 
tainty of world-wide dislocation and 
change which it brings. 


Under such conditions, arriving at 
some conclusion about the business 
future is extremely difficult. But it is 
also extremely important—far more so 
than in a time when things change 
slowly and deliberately. 


No one can forecast the future with 
absolute accuracy, not even the many 
hundreds of expert observers who have 
contributed in one way or another to 
this issue. But you can come reason- 
ably close to the truth—as close as is 
humanly possible—by drawing on a 
tremendous range of informed opinion. 
That is the basis of this issue. 


* 


J. George Frederick’s “25 Keys to 
Unlock Sales,” published in the June 1 
issue, may become one of the most 
widely circulated sales articles of all 
time. Scores of companies have already 
asked (and received) permission to re- 
print it; the requests are still pouring 
in; and on thousands of office walls 
and thousands of salesmen’s desks you 
will find his 25 points conspicuously 
posted for daily study. 


In an early issue, we'll present an- 
other experience-backed summary of 
sound sales procedure by this selling 
authority—this one, “25 Signs of the 
Master Salesman.” It’s quite possible 
that it will rank ahead of his first one 
in popularity. 
* 


And don’t forget—next time comes 
the second and concluding installment 
of B. C. Forbes’ study of K. T. Keller, 
Chrysler president. Don’t miss it. 

— Tue Epirors. 
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ALWAYS IN FULL 
AND ON TIME 








Two mighty important advantages of 
life insurance proceeds paid as monthly 


income. 


May we show you 
our latest plans? 





THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA 
HOME OFFICE: NEWARK, N. J. 
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People who insist on the best the world 
has to offer in fine living wherever they 
may be, invariably make the Sherry- 
Netherland their New York home. Superb 
views, a splendid location, and peerless 
food, combine to offer rare values in apart- 
ments priced with an understanding of 


present conditions. 
x * * 


Transient rates begin at $7 for Singles, $9 
for Doubles, and $15 for Suites. Special 
arrangements made for extended stays. 


m Sherry Netheland 
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2-_Sine Cdttoviial 





War’s effects in U. S. will be less dras. 
tic than in 1914. 


“Business Co-operating with Govern- 
ment to Prevent Serious Dislocations.” 


Good. 


Keep prices down! Inflation means de- 
flation when war ends. 


“Stock Market Booms.” Look out when 
the bubble bursts. 


Don’t let day-to-day developments get 
you. 


Will people rise against rulers who 
lacked ability to prevent war? 


“Isms,” inside and outside of dictator 
nations, received body blow in Hitler- 
Stalin pact. 


When America gets on an ex-New 


Deal basis . . . Wow! 


Japan’s war lords are now likely to be 
less war-like. 


Apply the Neutrality Law to Japan 
and China, too. 


Let’s not forget our own problems. 


Time to call a halt to labor war at 
home. 


Mounting public debt is losing its pub- 
lic appeal. 


Farmers should benefit most by rising 
commodity prices. 


AAA is becoming anathema to Ameri- 
can agriculture. 


Automobile industry is going ahead in 
high gear. 


Don’t neglect domestic business in 
scramble for war orders. 


Is it too late to hope for a general 
settlement of world economic prob- 
lems? 
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Light 
From Leaders 


I cannot prophesy the immediate 
economic effect of this.new war on our 
nation but I do say that no American 
has the moral right to profiteer at the 
expense either of his fellow-citizens or 
of the men, women and children who 
are living and dying in the midst of 
war in Europe.—PRESIDENT RooseE- 
VELT. 


Money itself—gold—is not impor- 
tant. Some day affairs of men will be 
carried out with some understandable 
basis of universal exchange, made pos- 
sible, perhaps, by some supreme Par- 
liament of men. There is plenty of 
work in the world for all to do. War 
is the silliest, most stupid of all of 
man’s contrivances. If people would 
only understand. That’s the thing— 
universal and complete disarmament. 
—Henry Foro. 


The underlying causes of the pres- 
ent difficulties are economic. . . . Let 
us keep repeating the disastrous ef- 
fects of the last war: 10,000,000 sol- 
diers and 13,000,000 civilians killed: 
23,000,000 soldiers wounded; 10,000.- 
000 people made refugees; 9,000,000 
children made orphans, and a cost in 
money of $338,000,000,000.—THomas 
J. Watson, president, International 
Business Machines Corp. 


Hope for the future of our republic 
and for the correction of its short- 
comings does not lie in more and more 
democracy. It hinges on the resurgence 
of individual patriotism and religious 
faith. The schools and churches of 
America must get into action—and 
that right early—if we are to keep the 
tepublic our fathers died to found and 
save—H. W. PRenTIs Jr., president. 
Armstrong Cork Co. 


Tariff barriers [interstate], com- 
munity isolation and discriminatory 
administration will not save or help 
local dependence or local self-suffici- 
ency. They do not free commerce; they 
Prostrate it. The states cannot help 


_) solve great economic problems by boy- 
| Cotting each other.—Rosert H. Jack- 


_) %N, Solicitor General of the United 
| States, 
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‘‘wWITH ALL THY GETTING, GET UNDERSTANDING’”’ 





Fact and Comment 


THE EDITORS 















































Westinghouse Electric 


Jail for Criminal Inventories 


THE QUESTIONABLE role which inventory valuations some- 
times play in the business drama may at last be approach- 
ing its end. And just in time; they thrive on the steep 
ups and downs of war-time markets. 

That is news of the highest importance to business. 
For inventory valuations have all along played too great 
a part in forming the plans of many companies. 

In times of rising prices they cause huge and fictitious 
profits; in times of falling prices, they cause huge and 
fictitious losses. As a result, they undermine the business 
man’s sound judgment with distorted values which lead 
him to make over-optimistic or over-pessimistic decisions 
not justified by the facts. And this in turn, most economists 
agree, is a not-to-be-ignored factor in intensifying the 
undesirable peaks and valleys of the business cycle. (See 
Forses, Sept. 1, 1938). 

One of the reasons why industry hasn’t been able to 
stop this practice is because the Federal Government has 


insisted on the use of traditional accounting methods as 
bases for corporate income-tax returns. 

Now, all this is changed. And that is the big news for 
business. 

Under the terms of the 1939 Revenue Act, the Federal 
Government for the first time allows any business what- 
ever to use the “last in, first out” method of inventory 
valuation in computing income-tax returns. General adop- 
tion of this method can go a long way toward injecting 
sanity into inventory valuations, and thus into the deci- 
sions that are based on them. And since the method has 
Government sanction, adoption is now possible without 
using two accounting systems, one for company reports 
and one for tax returns. 

Results of installing the “last in, first out” procedure 
are simple, where there is not too great a lag between the 
buying of raw materials and their use. Under those con- 
ditions, raw-materials costs reflect current costs, not costs 
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as they were months before. Profits are smaller when 
raw-materials prices are rising; losses are smaller when 
raw-materials prices are falling; and the picture of com- 
pany operations which the executive gets is more up-to- 
date, more realistic and largely devoid of the distorted. 
judgment-warping factors which have characterized con- 
ventional methods of inventory valuation. 

The method itself is also simple. But the details are 
unimportant. The important thing is that business now 
has an opportunity to stamp out a major cause of indus- 
trial instability. Let’s do something about it. 


One Thing to Work For 


The European fat is in the fire now. It is too late for 
recriminations and what-might-have-beens. 

When peace will come again no one knows. But it will 
come eventually. And in the meantime, let each one of us 
small citizens of a world we have to live in do our part in 
working for a peace that. when it comes, shall this time 
be just and equitable. 

Another necessary task lies before us—to watch each 
thought and word and action as we have never watched 
them before, lest we too drift into the maelstrom. As neu- 
trals, we can strongly influence a sound peace: as belliger- 
ents, we may not be able to. 

It will be no easy task to keep our eyes on the goal of a 
just and equitable peace while the passions of war are 
flooding every corner of the world. But we must do it 
or we will have war eternally. 


Lesson from the World’s Fair 


The most successful companies in this country today 
are those that believe in low prices and large-volume sales. 

When the New York World’s Fair reduced its admis- 
sion price on certain days and offered “bargain” tickets. 
attendance figures immediately showed a gratifying up- 
ward spurt. 

When the awakening railroads, despite the introduc- 
tion of new and costly streamlined trains, air-conditioned 
cars and other comforts for the traveling public. reduced 
passenger fares and offered excursion tickets at low rates. 
new life was put into many roads. 

The automobile industry has long been an outstand- 
ing example of what happens when manufacturing econ- 
omies are passed on to the consumer in the form of lowe: 
prices. 

Is there not a lesson in these experiences for all manu- 
facturers? 

With war now a reality there will be a strong temptation 
to increase prices. But let us not forget that high prices 
mean inflation and that the end of the war will bring on 
deflation and its destructive consequences. The less prices 
rise the better it will be for our economy. 

It has been said that all this country needs to get 
started on the road to real recovery is the introduction 
of some new product like the automobile. The fact is that 
during recent years research has developed many new 
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products; many improvements have been made on old 
products. The world’s fairs are now acquainting the pub- 
lic with these remarkable achievements of industry and 
are doing much to create among visitors a desire to 
possess these new and improved products. “But,” ask 
consumers. “what are we going to use for money?” 

We are not advocates of ruthless competition and profit- 
less selling. These evils are as much to be deplored as 
high prices. But the fact remains that in too many in- 
stances prices of manufactured products are beyond the 
purchasing power of the public. 

Wherever possible, therefore, prices should be brought 
down to a level where workers will be in a position to buy 
the things they produce. 

That policy is fundamental in our economic system. 
There is nothing wrong with the system. But all of us have 
not played the game according to the rules. 

If the government will do its share by reducing taxes, 
spending and the cost of government; if manufacturers 
will pass on to consumers these and other savings made 
possible by improved modern methods, we will be on 
the right road. 

Progressive business leaders have shown us the way. 
Let’s follow it. 


Don’t Let the Headlines Get You 


Two good things to remember. First, that regardless 
of “conditions” a certain basic volume of business has 
always been done im this nation and always will be done. 
Second, that the man who keeps his eyes on this fact and 
goes after his share of the basic business intelligently 
and courageously will always get his share. 

All of us pay too much attention to day-to-day events. 
and not enough to really basic facts. The developments 
of the moment make screaming: headlines, but their ef- 
fects on our own business are felt indirectly if they are 
felt at all—and may be completely cancelled out by other 
events which make big black headlines tomorrow. 

Certainly it is important to know that yesterday bonds 
dropped two points, or that this morning the Temporary 
National Economic Committee took an unfair swipe at a 
worthy industry, or that this noon England or Germany 
scored a striking diplomatic or military triumph. But cer- 
tainly it is unrealistic to send out a frantic wire cancelling 
that order for a new machine or stopping that promising 
new sales campaign dead in its tracks just because those 
events took place. Let’s wait and see what the long-range 
results of day-to-day developments will probably be before 
we pull in our horns and let others snare the business we 
could have had. 

L. P. Reese started his business (see p. 15) at a time 
when the Far East was beginning to boil, just before 
Hitler came into power, only three weeks before the 1933 
bank holiday. 

Was he spending his time grabbing for the latest edition 
of the newspapers or hanging over the radio for last- 
minute news reports? Or was he digging, and digging 
hard, for business? 
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IN THE BUSINESS SPOTLIGHT 


What War Means to Industry 


Now THAT the catastrophe of another 
European War has come, business 
faces one great fundamental question 
which far overshadows any other: 
What is the effect going to be on our 
economy, commodities, industries, for- 
eign trade? 


First Phase 


We have already seen the first ef- 
fects—soaring stocks, slumping bonds. 
generally rising commodity prices. 
The universally expected shock has 
been no shock; and by and large, the 
first effects of war have been favor- 
able toward U. S. economy. But those 
effects have grown, not from what has 
happened or what will happen, but 
from what people think will happen. 
In 1914, America was wrong in pre- 
dicting that the outbreak of war meant 
terrible years ahead for business; to- 
day, America may also be wrong in 
believing that a tremendous boom lies 
in the future. 


Long vs. Short 


A very great deal depends on two 
very uncertain factors. One is the 
duration of the war. A short war, one 
that ends perhaps in a few months, 
would probably have nothing more 
than a mildly inflationary effect on 
U.S. industry. But a long war, lasting 
for one or more years, would have ef- 
fects in one direction or another which 
our children and our children’s chil- 
dren would still feel. 


Can They Borrow? 


The second very uncertain factor is 
whether or not U. S. restrictions on 
buying and borrowing by belligerents 
are changed. The Neutrality Act, now 
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World War boomed output; 
repeat? (Standard Statistics, 


in effect by Presidential proclamation, 
flatly forbids export of “arms, ammu- 
nition, or implements of war” to war- 
ring nations, either directly or by 
transshipment; the use of American 
ships for these shipments or tranship- 
ments; financing in the U. S. by or in 
behalf of a belligerent nation. Another 
curb on buying by the present bel- 
ligerents is the Johnson Act, which 
prevents any nation which has de- 
faulted on its debts to the U. S. from 
floating loans here—unless credit is 
extended by the Federal Government 
itself, direct or through its agencies. 


Probabilities 


In a world which specializes in split- 
second changes of fearful proportions, 
the business man can be sure of noth- 
ing. He has to deal in possibilities 
which, if he is lucky, are sometimes 
strong enough to be called probabili- 
ties. Yet he must have some founda- 
tion on which to build a judgment; 
and in the case of the two great uncer- 
tainties of today—the length of the 
war and the nature of belligerent buy- 
ing restrictions—two assumptions ap- 





pear to be reasonable. The first is that 
the war will not be a short one. The 
second is that the double-riveted ban 
on belligerent loans in this country 
will not soon be lifted. And even 
should these assumptions turn out to 
be wrong, conclusions as to what is 
ahead for U. S. industry will need 
changing only in degree rather than 
in character. 


1939 Is Different 


The difference in the credit stand- 
ings of belligerents today as compared 
with 1914 is only one of many funda- 
mental differences which make the 
1914 experience an _undependable 
guide to what is likely to happen this 
time. Others: (1) In 1914, war caught 
U.S. business and finance by surprise; 
now, they have had four years to pre- 
pare. (2) In 1914, the Federal Gov- 
ernment had little control over indus- 
try, agriculture, and financial and com- 
modity markets; now, it has powerful 
tools with which to control them. (3) 
In 1914, war came when U. S. busi- 
ness had gathered momentum toward 
depression conditions; now, the mo- 
mentum is in an upward direction. (4) 
In 1914, everyone thought the war 
would be over in a few months; now. 
most observers foresee a long struggle. 
(5) In 1914, the belligerents had no 
machinery for buying in this country; 
now, the machinery is assembled. (6) 
In 1914, most nations were heavily 
dependent on one another economical- 
ly; now, the world-wide drive for na- 
tional self-sufficiency has made great 
headway. (7) In 1914, the U. S. was 
only one of several important indus- 
trial nations; now, it is the leading 
industrial nation of the world, with 
plants and markets incomparably 
(Continued on page 18) 
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B. C. Forbes Says: 


More Inflation Certain; 


But Caution Urged 


INFLATION started simultaneously with 
war. 

According to precedent, it will go 
farther. Frantic clamorers for “war 
stocks” may experience chills, since it 
is hardly likely that there will not be 
very sharp setbacks occasionally. 

Basic commodities, on the other 
hand, may rise far above the low levels 
prevailing when hostilities opened. 

America’s response to the eruption 
in Europe was most impressive. Instead 
of consternation, confidence was ex- 
hibited in all security markets as well 
as (naturally) in commodities markets, 
and in commercial and industrial cir- 
cles. 

The almost unanimous interpreta- 
tion is that activity will be stimulated 
here in a majority of directions. De- 
spite existing neutrality restrictions, it 
is generally expected that the United 
States will benefit from the needs of 
warring nations. And, of course, coun- 
tries formerly furnished merchandise 
by Britain, France, Germany will be- 
come important outlets for American 
products. 

This writer leans to the belief that 
Congress will modify existing strict 
neutrality legislation, to the extent of 
permitting any and every nation to 
come here, buy whatever she wants, 
and transport it in non-American ships. 
Would it not be rather ironic if, after 
deprecating the extreme efforts of vari- 
ous nations to become “self-contained,” 
we should forbid them to fill their 
needs here? Surely it would not be 
violating neutrality were we to con- 
tinue to do business as usual, to keep 
open all our markets to anyone and 
everyone prepared to pay cash and 
effect deliveries. 

Should this strictly businesslike 
- stand inure to the benefit of free peo- 
ples, so much the better. It would be 
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the sheerest bunk to pretend that the 
sympathy of an overwhelming number 
of the American people is not with the 
democracies, is not against all that 
Hitlerism represents—Hitler, who, after 
inflicting the most savage measures to 
suppress religion, had the audacity and 
hypocrisy to call upon God to help him 
when he plunged his people, and the 
world, into ghastly bloodshed. 

Before the United States entered the 
World War, the trend here, after the 
initial shock, was vigorously upwards, 
not only pricewise, but in business vol- 
ume and in employment. 

For example: Industrial production, 
figuring the average for 1926 as 100, 
stood at 53 in July, 1914, just before 
the war began, reached 88 before the 
end of 1916. Building doubled between 
the eve of war and late in 1916. 

Wholesale commodity prices did not 
skyrocket sensationally between 1914 


and America’s entry into the war. This 


index (using 1926 as 100) moved up 
from 67 in July, 1914, to 83 in mid- 
1916. A year later it had soared to 
122. 

Analyzing what happened to various 
commodities and products, one finds 
that wheat, which had been selling un- 
der a dollar a bushel in pre-war 
months, reached the edge of $3 in the 
Spring of 1917; corn, which began 
1914 under 60 cents a bushel, crossed 
$2 three years after war flared up; 
cotton; which had been selling around 
13 cents a pound before the war, sank 
sensationally in early war days, was 
quoted well under eight cents a pound 
when the cotton exchange was re- 
opened in November, 1914, but bal- 
looned to above 30 cents a pound by 
the end of 1917; lard jumped from 10 
cents to 26 cents before 1917 ended; 
the index for meat in the same period 
rose almost 100%. 

Turning to other commodities, sugar 
performed sensationally. Whereas it 


had been selling under four cents a - 


pound before war erupted, it crossed 
eight cents in 1917. Copper, below 14 
cents a pound in mid-1914, rushed 
above 35 cents early in 1917, and 
closed the year at 231% cents a pound; 
finished steel products, averaging 1.4 
cents a pound throughout 1914, in- 
creased modestly in the following year, 
rose sharply in 1916, and went above 
five cents a pound in the Summer of 
1917—but were brought down dras- 
tically after America joined the war. 
Coal prices almost trebled between 
1914 and 1917; production increased 








to pay cash and effect deliveries. 





The almost unanimous interpretation is that activity will be stimulated 
here in a majority of directions. 


The war is hardly likely to be of short duration. 


I believe that Congress will modify existing strict neutrality legislation 


. to keep open all our markets to anyone and everyone prepared 


| strongly doubt whether prices here will be permitted to soar unre- 
strainedly and that many American corporations will be able to du- 
plicate their sensational World War profits. 
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only moderately. Petroleum production 























in 1916 was not far from twice that of 
1914. Crude rubber prices went from 
60 cents a pound at the beginning of 
1914 to almost $1 at the beginning of 
1916; after regulation was introduced 
when America threw in its lot with the 
Allies it dropped to 55 cents, by the 
end of 1917. Demand for trucks more 
than trebled from 1914 to 1916. 

So animated have the security mar- 
kets been that it may be interesting to 
show how certain spectacular perform- 
ers acted during the last war. 


War 
Stock July 30,1914 High Gain 
STEEL 
Bethlehem Steel... 30 700 670 
Lackawanna Steel. 26 107 81 
Repub. Iron & Steel 18 96 78 
Sloss-Shefheld .... 19 93 74 
og See 52 137 85 
CoppFR 
Am. Smelt. & Ref... 52 124 72 
Anaconda Copper. 26 105 i 
Inspiration Copper 15 75 60 
Utah Copper ..... 46 130 84 
Topacco 
Liggett & Myers.. 208 305 97 
Lorillard Co. ..... 160 240 80 


CONTAINER 
American Can .... 19 68 49 
Continental Can .. 127 





ELECTRIC 
General Electric .. 


187 





MERCHANDISING 
Sears, Roebuck.... 170 233 63 
Woolworth ....... 90 151 


AGRICULTURE 





Amer. Agric. Chem, 50 102 52 

Inter. Harv., pfd... 82 132 50 
On. 

Stand. Oil of Ind.. 468 950 482 

Standard Oil, N. J. 358 800 442 

Texas Company .. 113 243 130 
RaILRoAD EQUIPMENT 

Am. Car& Foundry 4 98 54 

Amer. Locomotive. 20 98 78 

Baldwin Loco. .... 41 154 113 

N.Y. Air Brake... 58 186 128 


The war is hardly likely to be of 
short duration. Germany’s enemies 
know that she is in no financial, eco- 
homic or social condition to bear up 
against prolonged blockade. Time, 
therefore, will be on their side. That 
Germany will suffer defeat seems in- 
evitable. 

One word of caution. I strongly 
doubt whether prices here will be per- 
mitted to soar unrestrainedly and that 
many American corporations will be 
able to duplicate their sensational 
World War profits. 

Restraint is preferable to reckless- 
ness, to over-speculation. 

.. . After the war ends, recession, 
retribution, tribulation! 


FORBES 








Advisers on Monetary Matters 





WituiaM C. PortrTer Freverick H. Ecker Wintnrop W. Avpricn 
Chairman, Guaranty Trust Co. Chairman, Metropolitan Life Chairman, Chase National 
Insurance Co. Bank 































James H. PerxKins LEON FRASER Wittram McC. Marttn, Jr. 
Chairman, National City Bank President, First National Bank President, New York Stock 
Exchange 





J. C. TRAPHAGEN Henry S. Morcan CHares A. MILLER 
President, Bank of New York Morgan Stanley & Co., Inc. ees Soe Bank 
rust Co. 


These nine leaders of finance have been named members of a general advisory 
committee, which will serve during the crisis as a liason between the money 
market and the Federal Reserve Bank. William C. Potter (upper left) is chair- 
man. Leon Frazer (center) is vice-chairman. 
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Corporation Economists 
Forecast Moderate Improvement 
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THE OUTSTANDING business economists who are contributing number of contributors appear below; others have requested 
to this poll represent a wide variety of geographical loca- __ that their names not be listed because of their official con- 
tions and industries or lines of business. The names of a nections or for reasons involving company policy. 
Henry B. ARTHUR C. W. Foss G. B. THORNE 
Swift & Company Wilson & Company : 
EUGENE F. HARTLEY F. Lesyi— HAYFORD i 
International Business General Motors Corporation 4 
, » 
W. C. BoBer Machines Corporation W ALTER S. TOWER 
Johns-Manville Corporation American Iron & Steel Institute 
; A. H. Rosinson Joun W. ScoviLLe 
Eastman Kodak Company Chrysler Corporation 
WILLIAM M. CARPENTER L. SETH SCHNITMAN Witson E. WricHt | 
Edison Electric Institute Consulting Economist Armstrong Cork Company . 
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What Was Asked 


The second of the ForsBes quarterly 


forecasts by business economists ap- 
pears at a crucial time for U. S. 
industry. And it is geared directly to 
the needs of the minute. After England 
and France had declared war on Ger- 
many, and just before this issue went 
to press, the following wire was sent 
to a large number of distinguished 
business analysts: “In your opinion, 
what will be the effects of a short Euro- 
pean war on U. S. business? A long 


war? What is your estimate of the 
average figure which the Federal Re- 
serve Board index of industrial pro- 
duction, adjusted for seasonal varia- 
tion, will reach during the last quarter 


FORBES 


of 1939?” The answers were then 
analyzed and tabulated, and now they 
are presented to readers through the 
chart on the opposite page and in the 
text below. The group of economists is 
the same as that which contributed to 
the June 15 forecast; consequently, re- 
sults are directly comparable. 


What Is Forecast 


In the fourth quarter of 1939 (Oc- 
tober, November and December), lead- 
ing business economists believe that 
the Federal Reserve Board index of 
industrial production, adjusted for sea- 
sonal variation, will average 105. That 
is the median for all estimates. A 
figure of 105 means that industrial 


activity is expected to reach the best 
levels it has since the third quarter of 
1937, and that the average for 1939’s 
last quarter will exceed the best level 
that has been attained in any month 
since September, 1937. 

Agreement is almost incredibly close, 
considering the war-time conditions 
under which the estimates are made. 
No fewer than 41% of all replies name 
105 specifically, and 76% of the esti- 
mates fall within the narrow range 
between 104 and 108 inclusive. Two 
economists make estimates for the 
specific months of October, November 
and December. One forecasts 106, 110 
and 115, respectively; the other, 105, 
108 and 112. The rising trend is sig- 
nificant. 





ALTHOUGH there is some disagree- 
ment among the economists queried 
as to the effect which a short war 
will have on U. S. industry, there is 
no disagreement at all on one point. 
Whether it’s short or long, war, they 
insist, does not create sound busi- 
ness. Whatever prosperity may arise 
from it is wholly illusory. And when 
war ends, the crash of any business 
and industrial structure built upon 
it will be fearful to behold. 
Nevertheless, there is little doubt 
that war can be an inflationary in- 
fluence while it lasts, creating new 
demands for many kinds of goods 


Economists may differ on the in- 
fluence of a short war. They are 
practically unanimous on the in- 
fluence of a long war. 

In case of European war lasting 
up to a year or more, all agree that 
war-time inflationary elements would 
come into play to give powerful 
stimulation to almost all branches 
of U. S. industry. But once more 
they sound a warning against a type 
of illusory prosperity which, when 
it ends, will leave business far worse 
off than it was before it began. 
“The ultimate effects will be ex- 
tremely detrimental,” as one con- 
tributor points out. 

Other: typical comments are: 








and services (see also p. 9). Econo- 
mists’ opinions are divided, how- 
ever, as to whether a European war 
of no longer than several months’ 
duration will provide enough time 
for inflationary influences to come 
into play in the U. S. 

Two-thirds of the group queried 
believes that it will; but that the 
stimulating effect will be only mild; 
that it may at first be preceded by 
a period of industrial unsettlement 
caused by shifts in demand and dis- 
ruption of ordinary trade channels; 
and that speculative activity and 
rising prices will be the war-born 


“Demand for consumers’ goods 
should develop shortly. I expect a 
very slow demand for capital goods 
represented by building construc- 
tion.” 

“Unless inventory accumulations 
are followed by large export move- 
ments, price increases may prove 
temporary.” 

“Existing supplies in belligerent 
countries will be sufficient at first, 
but as these are consumed demand 
will increase.” 

“The longer the war, the more 
the stimulation. The troubles will 
come later.” 

“Inflationary effect of war on 
prices is likely to be especially effec- 


Effect of a Short European War 


phenomena most in evidence. Al- 
ready, of course, those two results 
of the outbreak of war are becom- 
ing more apparent. 

Those business economists who 
believe that a short war will have 
an unfavorable effect on U. S. in- 
dustry all reach their joint conclu- 
sion by much the same road: Hos- 
tilities would be over before many 
war orders could be placed; inven- 
tories bought at high prices would 
be deflated; in short, that post-war 
deflation would be upon us before 
war inflation could push general 
business activity appreciably ahead. 


Effect of a Long European War 


tive because of the world-wide mon- 
etary and credit background.” 

“There is grave danger of over- 
speculation which can cause severe 
reaction even before _ hostilities 
cease.” 

“A long war will create a domes- 
tic boom in heavy industries except 
for housing construction and com- 
mercial building.” 

“American agriculture and indus- 
try must be counted on to feed and 
clothe more people and supply more 
of the commodities required in 
modern civilization.” 

“The effects of the war on U. S. 
business will be less than from 1914 
to 1916.” 
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Better Times Ahead, 


Say Business Leaders 


In. THIS, the second of the FORBES 
quarterly polls of business sentiment, 
the guiding heads of companies in 14 
key industries again forecast condi- 
tions in their industries for the com- 
ing quarter. This time, however, the 
results are revealed as Europe breaks 
into the flames of war. 

The over-all verdict is this: That 
business in those industries, taken al- 
together, will be somewhat better dur- 
ing October, November and December 
than it was in the corresponding 
months of 1938. 

This verdict was reached just before 
:England and France declared war on 
Germany. While the actual outbreak 
of war may subsequently have changed 
the opinions of some contributors, war 
was already practically certain at the 
time the poll was taken. It seems un- 
likely, therefore, that there has been 
any shift of opinion far-reaching 
enough to change the outcome ap- 
preciably—particularly since the con- 
tributors as a whole showed their keen 
awareness of what was probably ahead. 

In most respects, the judgment for 
the fourth quarter is the same as the 
one which the same group of execu- 
tives reached in forecasting business 


NON. 


conditions for July, August and Sep- 
tember—a forecast which up to now 
has proved to be a model of accuracy.* 
And with only three weeks of the 
three-month period remaining, it is 
doubtful that industry will undergo 
any change sudden and drastic enough 
to impair its validity. 

With a single exception, executives 
in each of the key industries covered 
in the current poll look forward to a 
somewhat better Fall and early Winter 
than they experienced last year. The 
one exception is the rubber industry. 
But even here, two executives expect 
things to be much better, while four 
commit themselves to a “somewhat 
better” answer. To offset this optim- 
ism, three leaders of the rubber in- 
dustry foresee a somewhat 
fourth quarter. 

But in spite of the surface similarity 
between the forecast for the third 
quarter and the current one for the 
fourth quarter, there are important 
and significant differences. 

In June, 11 of the 14 industries were 
expecting a somewhat better quarter. 
Today, 13 of the 14 expect it. 


worse 


*For further details of this forecast, see 
Forses, June 15, p. 16. 


Remaining in the “somewhat better” 
class are automobiles, chemicals, cloth. 
ing, construction, cotton textiles, foods, 
machinery and industrial equipment, 
retailing, and steel. There is a shade 
more optimism about the coming 
quarter in chemicals, machinery and 
industrial equipment, and steel than 
there was three months ago; there is a 
shade less optimism in the construction 
field. 

Sentiment in the rubber industry, as 
explained above, has taken a turn for 
the worse. Where a “somewhat better” 
third quarter was forecast in June, an 
“about the same” fourth quarter is 
now predicted. 

A more cheerful change is revealed 
in the non-ferrous metals classification, 
which moves up to “somewhat better” 
from “about the same.” Another turn 
toward optimism appears in public 
utilities—understandable in view of 
the long strides toward sounder utility- 
government relations that have been 
made in the past three months. Last 
June, utility executives sat on the fence 
between “about the same” and “some- 
what better.” Now, they are almost 
unanimous in forecasting a “somewhat 
better” quarter. 

Railroad executives, too, are feeling 
more cheerful. In June, 13 foretold a 
somewhat better quarter, eight believed 
it would be about the same. Now, only 
two expect a quarter about the same as 
last year’s; 17 are sure it is going to 
be somewhat better; and one looks for 
much better things. 

Finally comes a definite turn for the 
better in oil-industry sentiment. Where 
last June, oil executives forecast a 
quarter about the same as 1938's third 
quarter, they expect 1939’s fourth quar- 
ter to be somewhat better than the cor- 
responding three months of last year. 
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What the fourth quarter will bring. 
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as voted by 238 executives. Figures are number of votes. 
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There Is No Slump in Scio 


FORBES 





Who builds the business of the nation? The man with a case of headline jitters? Or the man with 


courage to drive ahead regardless of headlines? Reese and Scio know the answer 


WEBB WALDRON 





Shirtsleeves are symbols of what brought Reese (right) and the town of Scio back to pros- 
perity; Resourcefulness and good hard work, plus the urge to get things done 


In 1932 Scio, Ohio, and L. P. Reese, 
now its leading citizen, both had their 
backs to the wall. If the signs meant 
anything, both were due to go down as 
depression casualties. 

Scio’s crisis began in 1927, when its 
one industry, a large pottery plant, 
folded. Through the following five 
years, population dropped from 1,200 
to 400. More than half the houses in 
the town were vacant. Homes sold, 
when there were buyers, for as little as 
$100. The prospect was dismal. Pot- 
tery production was in a_ slump 
throughout the nation. Scio was licked. 

So—and for about the same rea- 
sons—was L. P. Reese. In 1932 Reese 
was an expert jiggerman in a pottery 
plant in a nearby town. The depression 
hit his company and he was laid off. 
His savings dwindled. Some of the 
members of his family were on relief. 





Wess WaALprRoN is a well-known journalist 
who covers assignments on a national scale. 


How the man and the town got 
together is partly coincidence. Reese, 
one day, accepted the invitation of 
friends in Scio, likewise unemployed 
pottery hands, to go rabbit hunting. 
As they passed the idle plant, Reese 
called off the hunting for an hour and 
inspected the buildings. Their condi- 
tion was not encouraging. The roofs 
were in disrepair; windows were bro- 
ken, weeds choked the doors. But Reese 
remarked, as he finished the tour: 
“I’ve an idea I could do something 
with that place. I wonder if Scio would 
be interested.” And he sketched to his 
friends just what, with backing, he 
could do. 

The rabbit hunt never got beyond 
that point. Reese’s companions took 
him back to Scio, where he repeated 
his story to the bank cashier, the den- 
tist, the real estate dealer, the clothing 
store merchant, and a number of oth- 
ers. After several days, the town and 


the man agreed to form a partnership. 

The “idea” with which Reese per- 
suaded the townspeople that he and 
they “could do something” was new to 
the pottery industry in the United 
States. Reese had long believed that 
cheap imported pottery, much of it 
from Japan, could be manufactured 
successfully by mass-production meth- 
ods in this country. He had even de- 
signed kilns and machinery for the 
process. His employers, when he 
showed them his plans, were not inter- 
ested. But Scio, with what resources it 
could muster, determined to back 
them. 

Reese’s total capital, after borrowing 
to the hilt on his war-risk insurance, 
was $2,000. He put that on the line. 
Tax assessments of $3,500 against the 
plant could, he found, be paid off by 
installments. The bondholders, most of 
whom had written off their investment, 
agreed to accept $5 in stock in the new 
company for each $100 bond of the 
old. The property itself was knocked 
down to Reese at a sheriff's sale for 
$8,000. The terms allowed him plenty 
of elbow-room. 

Announcing that all he could offer 
was the hope of jobs, Reese called for 
volunteers to condition the weather- 
beaten buiidings. During Thanksgiv- 
ing week, 1932, the entire town—min- 
ister, doctor, bank cashier, dentist, 
merchant, school principal and practi- 
cally every able-bodied workman— 
turned out in force. They repaired the 
roofs, put in new windows, cut away 
the weeds, rebuilt the road. At the end 
of the week, the place was fit again. 
and the town celebrated. 

To save room-rent, Reese boarded 
up a corner of the plant for living 
quarters, bought an oil stove, and with: 
six volunteers moved in to work on the: 
equipment. For six weeks they put in: 
14 to 18 hours a day in the unheated’ 
building. By the first of January the: 


(Continued on page 32) 
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Your Mind Needs the Vacation 


Back from vacation now—but was it ruined by office worries? And were you a bit surprised by 


your assistants’ good work in your absence? This experience is food for executive thought 


ON THE LasT DAY of his vaca- 
tion, Wilson paced slowly up 
and down the club veranda 
with a worried frown on his 
face, absorbed in murky rev- 
eries. 

Through the Spring and 
early Summer he had been 
looking forward to two weeks 
of golf and quiet in New 
Hampshire. The first week he 
had been carefree. 

Then he began to think 
about his business, left in the 
hands of thoroughly adequate 
subordinates. During the past 
week he had been getting in 
about as much practice on his 
worry as on his golf. And the 
two together were tiring him 
so that he would return to 
work tomorrow about as 
weary as he was when he left 
for vacation. 

Wilson’s inability to give his 
mind a vacation exemplifies a 
condition so common among 
executives as to be a favorite 
subject for cartoonists. Hu- 
morous though it may seem at 
first blush, the psychologist recognizes 
that it is no laughing matter. It is a 
serious threat to business efficiency and 
good judgment as well as to health, 
both mental and physical. 

Is the anxiety of the vacationing ex- 
ecutive justified? What can he do to 
prevent it? 

Perhaps the reader can answer for 
himself the first of these questions. 
Very probably the answer is much the 
same as it was in Wilson’s case. 








MattHew N. Cuaprett, Ph.D., is staff con- 
sultant of The Psychological Corp., business 
and industrial counsellors; a staff member 
of the Columbia University department of 
psychology; author of a best-selling book, 
In the Name of Common Sense, and of Back 
to Self-Reliance, to be published in October. 
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“Gilford can’t relax for worrying about whether 


his office force is loafing” 


After a week of considering all of 
the calamities and catastrophes that 
could possibly occur in his absence, 
and dozens of others that could not, 
he returned to his office to find every- 
thing running serenely. The moun- 
tain of work which he had anticipated 
would be piled up for him was a mere 
molehill. Instead of making a mess 
of things, he found that his subordi- 
nates had handled numerous complex 
situations ably; not as he would have 
handled them, of course, but with ex- 
cellent results. His worry was unjus- 
tified and groundless. 

When we met a week later it was ap- 
parent that Wilson was just a trifle 
disappointed to discover that things 
ran so smoothly in his absence. 


“But what puzzles me most 
is Harrison,” he remarked. 
“He is a good assistant and 
gets out a tremendous amount 
of work, but he needs con- 
stant direction. While I was 
away several important mat- 
ters came up. He _ handled 
every one of them wrong, and 
they all turned out right. 
Either he has phenomenal 
luck or I don’t know anything 
about this business.” 

The executive’s first step in 
learning how to take a vaca- 
tion is to gain insight into hu- 
man relations on the job. Psy- 
chological studies show clear- 
ly that attitudes like that of 
Wilson towards subordinates 
are very common and form a 
major source of emotional 
irritation in a wide variety of 
business and industrial organ- 
izations. Its correction in- 
volves merely that he learn a 
lesson which the writing pro- 
fession learned a great many 
years ago—that the man who 
copies the style of another 
man is doomed to failure. 

Every major problem that presents 
itself to the business executive can be 
handled successfully in many ways and 
by various people. But not all the 
people can handle it successfully in all 
the possible ways. The manner in 
which a man meets and handles a sit- 
uation successfully depends upon his 
total experience from earliest child- 
hood which gives him his “life style.” 

The lifetime experience of no two 
individuals is the same; so no two 
people can ever have the same life 
style. In common with most execu- 
tives, Wilson believed his own way was 
the only satisfactory one for meeting 
the problems of the business. He would 
(Continued on page 30) 
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CHARLES W. GALLOWAY 


IT HAS REMAINED for a railroad to find 
the secret of choosing key men who 
are so able that the question of re- 
placing them comes up only when they 
retire. At least, this is indicated by the 
remarkable service record rolled up by 
Baltimore & Ohio executives. 

Daniel Willard, who first joined the 
railroad in 1899, is now in his 30th 
year as president. And late in August 
there was open house in the Baltimore 
office of Charles W. Galloway (70), 
vice-president in charge of operations 
and maintenance for nearly twenty 
years, as he celebrated his 56th anni- 
versary with the B. & O. 

As a matter of fact, Charlie Gallo- 
way has a B. & O. pedigree; the name 
has been on B. & O. payrolls for 110 
years. William Galloway drove the 
railroad’s first equipment—a horsecar 
—in 1829. His son, father of the pres- 
ent Galloway, was a B. & O. engineer. 
And the line will continue even after 
Charlie Galloway retires: A fourth- 
generation Galloway, his nephew, is 
trainmaster on the Baltimore division. 


PUBLIC-SPIRITED Harvey Dow Gibson, 
president and board chairman of New 
York’s Manufacturers Trust Co., 
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Harvey D. Gipson 


charitable organizations, foundations 
and colleges, and finance committee 
chairman for one (Bowdoin) ; he also 
serves as treasurer for various funds; 
he is a director of several companies; 
he has been a member of innumerable 
public committees; and on the side 
he has taken the lead in promoting and 
developing his home town of North 
Conway, N. H., as a resort center. 


TWENTY YEARS ago, few companies 
knew what a budget was and you could 
count on your fingers the ones which 
had a real personnel policy. Today, of 





JaMEs F. BRaNnpT 






course, both are major tools of man- 
agement. 

Nowhere have those changes been 
more widely felt than in the company 
controller’s office. Once the job was a 
bookkeeping one (if it existed at all) : 
today, it ranges far afield. 

Election of James F. Brandt (51) 
as Swift & Co.’s new controller is a 
case in point. He started as a clerk in 
Swift's claim department in 1906, 
made himself increasingly valuable to 
the company, reached the post of as- 
sistant controller in 1932. But his du- 
ties there were not what you might 
expect; most of his time was spent on 
personnel work—matters having to do 
with pensions, group insurance, em- 
ployee benefit associations and em- 
ployee relations in general. And al- 
though his promotion means that he 
will direct all accounting and auditing 
activities of the company, he will con- 
tinue with his personnel activities as 
well. 


FoR THE FIRST time in half a century. 
self-made Thomas Moses is not an ex- 
ception to the rules which control the 
careers of men in business. He has just 

reached the age of 70, and as 





has now taken on still another 
public-service job. 

Chairman of the New York 
World’s Fair’s finance committee 
since its inception, he now be- 
comes chairman of the Fair’s 
board of directors. The new posi- 
tion will be no sinecure—he has 
full fiscal and executive powers 
to pull the Fair out of its threat- 
ened financial tailspin, an under- 
taking which will mean plenty of 
hard work. 

How he finds the time to do 
all that he does is a mystery. He 
tuns a huge bank ably and ef- 
ficiently; he is a trustee for 
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WALTER TEAGLE, of Standard Oil 


Britt Hotter, of Chevrolet 


HERMAN SupDEROW, Esso Station Owner, N. J. 


FRANK SMITH, retired utility leader 


Ben MEyer, of Los Angeles 


vice-president of raw materials 
of U.S. Steel Corp., he must give 
way to a younger man. 

With new problems springing 
up on every front, retirement 
comes hard to Thomas Moses. 
But he has one consolation: His 
successor, tall, greying John G. 
Munson (54), is a hardheaded 
operating man who knows the 
value of good labor relations as 
a business policy. 

Graduated from Yale in 1905. 
Munson began his career as a 
rod-man in connection with tun- 
nel construction. He joined U. S. 
Steel Corp. in 1919. 
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In the Business Spotlight 


(Continued from page 9) 








greater than they were 25 years ago. 
(8) In 1914, the U. S. had a sub- 
stantial base on which to build credit 
expansion; now, it has an unprece- 
dentedly huge base for credit expan- 
sion. 


Warning No. 1 


To get a complete picture of the dif- 
ference between 1914 and 1939, shifts 
in the importance and status of many 
industries and commodities must also 
be noted; these are taken up later in 
this report. And one vastly important 
statement must be underlined: Presi- 
dent Roosevelt’s warning that “No 
American has the moral right to 
profiteer at the expense either of his 
fellow-citizens or of the men, women 
and children who are living and dy- 
ing in the midst of war in Europe.” 
New laws and new taxes to put teeth 
into this policy can be expected, if 
the warning is not heeded. And that 
possibility by itself could make the 
coming period of our neutrality in a 
great war far different from the neu- 


trality of August 1914 to April 1917. 


25 Years Ago 


For the first neutrality period was 
one of huge profits to American in- 
dustry, labor and farmers. But all this 
did not come at once; August 1914 
to the year end was a period of panic. 
But stock prices began a long uptrend 
in December, and orders from the Al- 
lied Powers, who had finally realized 
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that the war was to be a long one, 
started the curve of U. S. industrial 
output on a sharp rise at the beginning 
of 1915 (see charts, pages 7, 18). 
Between June 30, 1913 and June 30, 
1914 U. S. exports totalled $2.4 bil- 
lions, with shipments to what were to 
become the Allied Powers accounting 
for 40%. The year ended June 30, 
1915, saw total exports increasing to 
$2.8 billions; a year later they were 
$4.3 billions; by June 30, 1917, the 
twelve-month record was $6.3 billions. 
Meanwhile, the share of the Allied 
Powers had jumped to 64%. 


Change in Type 


A sharp change in the type of goods 
exported also developed. After the first 
year of war, the Allied Powers found 
that they needed finished goods much 
more than raw materials for further 
manufacturing; and so, from that 
point on, exports in the former class 
(including prepared foodstuffs)  in- 
creased much faster than those in the 
latter. In the fiscal year ended June 
30, 1917, exports of manufactures and 
semi-manufactures reached the enor- 
mous total of $4.1 billions; exports 
to Europe during our neutrality to- 
talled almost $9 billions, with 87% go- 
ing to the Allies. Of the approximate- 
ly $8 billions net which Europe had 
to pay the U. S. for these exports, $1.2 
billions was paid by gold; $3.2 bil- 
lions by resale of American securities; 
$2.6 billions through loans in the 
U. S.; and the rest by means of income 
on investments in this country, im- 
migrant remittances and freight 
charges on U. S. shipments. 


How Much Buying ? 


Note this fact: All of those means of 
payment, with the one exception of 
loans, are still available to the Allied 
Powers today. Consequently, restric- 
tions on belligerent borrowing cannot 
have any immediately great effect on 
belligerent buying. As a matter of cold 
fact, the Allied Powers are now in a 
stronger all-around buying position 
than they were during the last period 
of our neutrality. In 1914, the Allies 





had $2 billions in gold; today, the 
Anglo-French group holds more than 
$6 billions in gold, and its gold pro. 
duction is much larger. England, 
France and Canada also hold $4 bil. 
lions in dollar exchange and dollar as. 
sets, both available for buying in this 
country. That makes a rough total of 
$10 billions available for Allied buy- 
ing of war supplies and materials, 
without including other important 
sources of buying power. This figure 
is larger than our total exports to the 
Allies during our previous neutrality 
period; and it is an impressive 22% 
of the value of U. S. manufacturing’s 
products in 1935. 


Trade With Neutrals 


But above and beyond the direct de- 
mands from European belligerents, a 
long-drawn-out war will have a very 
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definite effect on American business by 
opening new export markets and re- 
opening old ones. Blockaded belliger- 
ents will be able to export practically 
nothing to distant markets; those 
which control the seas will be too busy 
making war goods at home to pay 
much attention to foreign sales. After 
the initial dislocation, the U. 5. pro- 
ducer thus will face the same shining 
opportunity which he faced—and 
cashed in on—during our neutrality 
period of the last war. But with two | 
qualifications: Shipping space may 
again be scarce, and most neutrals | 
cannot as easily pay for imports. Last 
year, 20 principal Latin-American na- 
tions bought goods worth $504 mil- 
lions from us, $170 millions from the | 
United Kingdom, $49 millions from | 


France, $238 millions from Germany. d 


An intensified drive for U. S. trade 7 


agreements with countries south of the ; 
Rio Grande is probable, with emphasis 
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on the sale of steel, electrical equip- 
ment, locomotives and other heavy 
products used in developing national 
economies. Neutrals all over the world 
will turn to the U. S. for the manu- 
factured products which the belliger- 
ents have specialized in exporting. Al- 
ready, Latin-American inquiries for 
steel are pouring in and Japan has 
switched a ten-million-dollar machin- 
ery order from Germany to the U. S. 


What It Adds Up To 


Add the facts brought out previous- 
ly to the ones on specific industries 
and commodities set forth below; take 
into consideration what is pointed out 
on pages 10 and 12; also include the 
probable increase in the U. S. defense 
program; and you can reach some 
such conclusions as these as to the ef- 
fects of a long European war, without 
belligerent borrowing in this country, 
on U. S. industry: 

(1) There will be a substantial rise 
in industrial production and in gen- 
eral business activity; (2) commodity 
prices and the cost of living will also 
rise; (3) these increases will appear 
more promptly than those which fol- 
lowed the 1914 outbreak; (4) the in- 
creased business activity will be neith- 
er as profitable nor as proportionally 
large as the 1915-16 war boom; (5) 
nor will the rise in commodity prices 
be as great. 

Of course, this forecast is based only 
on probabilities. It may need correc- 
tion according to the duration of the 
war and to changes in belligerent buy- 
ing power. The relative weight of 
many factors also may shift as time 
goes on. But it represents, at least, the 
consensus of opinion of men who are 
expert students of the subject. 


W arning No. 2 


And so it looks as though European 
war will stimulate U. S. business, 
though this conclusion must be laid 
against the background of the very 
uncertain world of 1939. But in this 
uncertain world, two things are cer- 
tain: First, that any American busi- 
ness man would gladly give up the 
last trace of a rise in activity if by 
so doing he could save a single one 
of the millions of lives which will be 
lost before the war ends; second, that 
a day of reckoning for the war-stimu- 
lated rise will sooner or later arrive 
that will make the economic hurricanes 
of the 1930s seem like Summer 
zephyrs. For war is destruction; the 
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ALL PRINCIPAL 
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INVISIBLE 
LOSSES 


Your credit manager is only human. Haunted by recent unex- 
pected credit losses, he tightens up unduly — and throws good 
business into the lap of competitors. Such “invisible losses’’ are 
easier to prevent than to recover. Simply remove the fear of losses 
by having American Credit Insurance 

The advantages of such coverage are obvious to astute execu- 
tives. First: Capital and profits are safe from the inroads of 
excessive credit losses because “‘American’’ guarantees payment on 
all goods shipped under the terms of the policy. Second: Capital 
works because claims are paid and delinquencies liquidated 
promptly. Third: “Insured receivables” strengthen your own posi- 
tion with your bank. Fourth: Well planned sales programs cannot 
be disrupted by sudden heavy losses. Fifth: “American” protec- 
tion is economical in dollars and cents. 

Manufacturers, Jobbers: Don’t risk losses from insolvencies, 


“e 


reorganizations, delinquencies. Investigate “American. 


AMERICAN 


CREDIT INDEMNITY CO. of New York 


J. F. McFadden, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
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destruction of vast wealth can never 
be the basis for sound prosperity— 
and some day the bill will be due. 


Industries 


With U. S. business activity prob- 
ably in for a general rise as a result of 
European war, most U. S. industries 
will benefit. But the measure of the 
benefits will vary widely. 

AUTOMOBILES & TRUCKS should face 
less competition in neutral markets to 
offset lower consumer buying in bel- 
ligerent nations. But what happens to 
domestic business conditions is far 
more important than foreign sales to 
passenger cars; and possible sales for 
war purposes—even with the Neutral- 
ity Act modified—would amount to 
little. The motor truck, however, is a 
military need, and the President's 
proclamation bars shipments of “mili- 
tary armored vehicles” only. That 
opens a gate. 

The future of the AIRPLANE INDUs- 
TRY hangs somewhat on lifting the 
present embargo on shipments to bel- 
ligerents. But the needs of U. S. air- 
lines and increased orders for U. S. 
defense and from Latin America pro- 
vide a huge cushion. 

The U. S. Cuemicat INpustry, born 
in the last war, may benefit from new 
and regained export markets, a general 
increase in U. S. business activity. 
Manufacture of war explosives, em- 
bargoed by the Neutrality Act, is not 
important, but sale of some chemicals 
from which explosives and other war 
necessities can be manufactured in bel- 
ligerent factories may be important. 

FaRM EQUIPMENT may get a boost 
from one direction: U. S. farmers 
should have more money to spend 
on farm equipment. But belligerent 
nations whose manpower is fighting 
instead of farming may not want many 
farm implements. Tractors may be 
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fighting necessities for the same reason 
as trucks—mechanized armies. 

BUILDING is a puzzle. Momentum of 
the present uptrend might carry it 
along, and new factory construction 
might increase. On the other side, ex- 
cess capacity of existing industrial 
plants is now proportionally greater 
than in 1914; an uncertain future sel- 
dom encourages factory building; and 
the probable rise in building costs 
might discourage home construction. 

RETAILING will profit from increased 
U. S. employment and payrolls, but 
retailers don’t expect results to appear 
before Spring. During Winter some 
shortages may develop and prices may 
begin to rise. War-created demands felt 
by retail stores may be mostly for 
goods in low-price ranges. 

STEEL, keystone in the industrial 


ry 
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New homes, new plants, boosted building 
(Dodge, 27 states, millions of dollars) 
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Cars and trucks won armies of new buyers, 
mostly at home (in thousands; scale for 
trucks at left, for cars at right) 


structure, will of course be a meeting 
point for all effects stemming from 
war. Neutrality’s embargo on imple- 
ments of war will cut off potential 
orders; but war-time needs for steel 
are not confined to weapons. Since 
England and Germany were important 
steel exporters, the U. S. can win new 
markets. New shipbuilding and new 
demand for railroad equipment will 
also be important. If war continues 
through 1940, industry leaders expect 
100%-of-capacity production, regard- 
less of the Neutrality Act. 

The Foop Inpustry faces one prac- 
tical certainty—higher prices. Huge 
world-wide stocks should stave off sub- 
stantial price increases for some time, 
good news for packaged-food pro- 
ducers ground between relatively vola- 
tile raw-materials prices and relatively 
rigid retail prices. But as the belliger- 
ents’ farmhands go to the front, sur- 
pluses in many lines may vanish 
swiftly. 

CoaL may win back some of its lost 








Steel output soared sensationally to fill war 
orders (millions of tons) 


markets, besides benefiting from a gen- 
eral rise in industrial activity. Ger- 
many, Poland and France have already 
cut off coal exports to Latin America, 
while Great Britain—the largest ex- 
porter—has cut down. One big U. S. 
producer has just received his first 
South American order in 15 years. If 
Canada booms as a_ war-materials 
maker, coal shipments there may be 
resumed. Higher prices for oil may 
turn much domestic business to coal. 
And a long war, the industry believes, 
inevitably will mean new markets in 
Europe. 

The RarLroaDs may be caught be- 
tween rigid rates and rising costs. But 
traffic should increase, first on the food 
carriers of the Middle West; then, on 
other carriers as export and domestic 
demand for the goods they carry 
materializes. With large shipments to 
belligerents, a jam may develop on 
roads serving Eastern seaports. 

RAILROAD EQUIPMENT seems to be 
anyone’s guess. Authorities disagree. 
Three facts are that equipment builders 
are more optimistic, that some substan- 
tial orders are in the making, but that 
much decrepit equipment can be re- 
paired and put into service. 

U. S. Suippine should boom after 
initial disruption, with neutral tonnage 
in demand to replace belligerent ves- 
sels. The Neutrality Act forbids U. S. 
citizens to sail on ships of belligerents. 
The U. S. merchant marine is in much 
better position to fill the gaps than in 
1914. Possible use of obsolete World 
War ships, now laid up, provides a 
reserve. Rates will undoubtedly soar, 
diverting some coastal and intercoastal 
traffic to rail and highway. 

SHIPBUILDING should boom in the 
same way and for the same reasons as 
shipping—if it can fill orders. It is 
already at record high levels. 

HIGHWAY TRANSPORTATION will get 

(Continued on page 33) 
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Comptometer methods set the 


ace for figure work in “the world’s most modern office ss 


—designed by internationally famous Frank Lloyd Wright. The new Johnson's Wax office buii 
ing, located at Racine, Wisconsin, is an inspiration to architects and Johnson employees alike. 


moderm METHODS FOR A 


Some one said, “You can’t do today’s job with yester- 
day’s methods—and be in business tomorrow!” Rest 
assured, you will be able to buy Johnson’s Wax, and 
the other products of S. C. Johnson & Son, Inc., to- 
morrow and tomorrow! In the recently completed 
Johnson’s Wax office building, 60 Comptometers 
handle practically all figure work of the world’s largest 
manufacturers of wax polishes. 

“We feel that Comptometer methods are as modern 
and efficient as the building and equipment designed 
for us by Frank Lloyd Wright,” says Mr. A. F. S. Stoffel, 


moderm OFFICE BUILDING 


Comptroller. “Our experience with the Comptometer 
dates back to 1911—and in the years of constant growth 
and change since then, our Comptometers have done 
their job of compiling figures with the utmost speed, 
accuracy, flexibility and all-around efficiency and 
economy. Our operators report that the Controlled- 
Key and other accuracy safeguards of the Compt- 
ometer are vital in eliminating unnecessary figure work 
and in putting the handling of figures on the quick- 
est and most accurate basis. Indeed, Comptometer 
methods are ‘right at home’ in our new building!” 


Your figure-work methods my be completely modernized, at low cost, and with substantial consequent savings. Telephone 
your local Comptometer representative—or write direct to Felt & Tarrant Mfg. Co., 1700 North Paulina Street, Chicago, Il. 


COMPTOMETER & 


Reg. U. S. Pat. Off. 


Standard 
Model J 
Comptometer 


SS 
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Automatic Division—Typist’s Lamp 


News of New Products, Materials 


Machine Works Alone 


Imagine how much time a person 
operating a calculating machine would 
save if, after he had entered the divi- 
dend and divisor, the machine would 
go aicad on its own and work out a 
problem in division, making a printed 
record of each step (dividend. divisor, 
quotient and remainder) while the 
operator turned his attention to listing 
the results of the previous calculation. 

This is just one of the time and 
labor-saving feats that a new calculat- 
ing machine can perform. It multiplies, 
too, and gives a printed record of the 
problem—anultiplicand, multiplier and 
product. This printed record, and the 
fact that there are no dials to read and 


clear after each calculation, cut down 
the chance of errors. The machine is 
also equipped with standard listing. 
adding and direct subtracting features. 

The carriage is stationary, so the 
operator doesn’t have to spend time 
returning it to a starting point. In mul- 
tiplying, the multiplicand moves from 
column to column without key depres- 
sion, and in dividing a similar shift- 
ing of the divisor is completely auto- 
matic. 

A semi-automatic decimal indicator 
eliminates predetermining the decimal 
place, and ciphers are automatically 
printed before decimal figures when 
required. 

All these advantages are combined 
in a machine that weighs less than 25 





Arnold Genthe 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building, 590 Madison Avenue, New York, N.Y. 
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pounds; takes up little desk room; and 
can be operated on direct as well as 
on alternating current. (1-915) 


Typist’s Special 


Employers and office managers who 
know that efficient lighting means less 
strain and fatigue for employees, and 
therefore a capacity for better work, 
will be interested in a lamp specially 
designed for stenographers. It is a desk 
lamp with a “built-in” stand to hold 
a stenographer’s notebook, and 4 
sliding line guide. The stand can be 
tilted to any angle most comfortable 
for the typist. The lamp comes in two 
types—one with a swinging arm, the 
other with a stationary arm. (2-915) 


For Smoother Finishing 


The use of a new arc-welding elec. 
trode will facilitate finishing opera- 
tions on welded products, we are told, 
by eliminating the need of dressing or 
smoothing welded seams in many ap- 
plications. 

It is designed particularly for finish- 
ing bead welding on “U” groove weld- 
ing in downhand position. The bead is 
uniform and regular without square 
shoulders; the metal smooths out even- 
ly during welding; and the line of 
fusion with the base metal is practically 
unnoticeable, it is claimed. Many man- 
ufacturers will be able to save the time 
and labor formerly required to “dress” 
welds. In other cases, where appear- 
ance demands grinding, buffing and 
polishing, this work will be greatly 


simplified. (3-915) 


. Copper Keeps Its Beauty 
The New York World’s Fair has 


been used as a testing ground for a 
new application of a well-known coat- 
ing which promises to provide a new 
use for copper as a building material. 
Copper panels on the exterior of one 
Fair building were coated with this 
material, and after more than four 
months of exposure to all kinds of 
weather, they still retain their lustre 
and original color, instead of turning 
green or developing brown spots. as 
might ordinarily have been expected. 
(4-915) 


Long Life for Bearings 


Two chemicals are now commer 
cially available which, when added to 
lubricating oils, promise to give longet 
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life to the new alloy bearings of auto- 
mobile engines. They give protection 
against the slow, corrosive effects of 
the oils on the crankshaft bearings of 
the engine. 

When added to oils in amounts of 
less than one-tenth of 1%, one of the 
chemicals acts as a retarder of cor- 
rosion, while the other has the addi- 
tional property of imparting increased 
“oiliness” or film strength to the oils. 
Chemically, the materials are organic 
derivatives of phosphorus, and were 
developed in collaboration with a lead- 
ing oil refiner, we are told. (5-915) 


Telegraphics: 


A plastic bottle cap for closing bot- 
tles after the original caps have been 
removed has a flat top. Not more than 
a quarter of an inch is added to the 
height of the bottle when it is used. 
A rust-proof spring ring and a rubber 
sealing lining make the closure air- 
tight. Beverage manufacturers and 
merchandisers may be interested to 
know that the flat plastic surface makes 
a fine place to put an advertisement. 
(6-915) 

A lamp which produces light that 
has all the spectral characteristics of 
bright sunlight enables photographers 
to take color pictures anywhere. It can 
be used both indoors and outdoors. 
(7-915) 

A metal rolling window grille that 
provides burglar-proof protection for 
private homes operates on the principle 
of a window shade that can be raised 
and lowered as desired. It is composed 
of an artistic arrangement of round 
steel bars and ornamental steel links. 
When lowered, it forms an effective 
barricade but still admits light and air. 
When rolled up, it is hidden from 
sight. These grilles are not stock items, 
of course, but must be specially built 


for each individual job. (8-915) 


A new material for cleaning and 
bleaching wood floors removes shellac, 
varnish and paint. It is dissolved in 
water in varying amounts—from half- 
a-pound per gallon for cleaning to four 
pounds per gallon for bleaching. The 
solution is applied with a mop and 
allowed to stand. When it is removed 
the floor is rinsed with clear water. 
(9-915) ——A. M. Forses. 


Readers may feel free to write A. M. Forbes 
for further information about any of these 
items which may mean $ and ¢ to the 
reader or his company. When inquiring 
about a particular item, use of the key 
number at the end will be found convenient. 
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The Gradustat— 
The pneumatic thermostat 
with the famous Helmet 
Seal construction 



















































‘vale units may be similar in basic principle, but there is a vast 
difference in the results and performance produced by the Gradutrol 
System compared with conventional types of pneumatic control. The 
new M-H Gradutrol Thermostat is as improved in performance as 
it is in appearance. The Gradutrol System as a whole brings a new 
and astounding degree of accuracy and responsiveness to pneumatic 
control as a result of 26 distinct improvements engineered by 
Minneapolis-Honeywell since its entrance into this branch of the 
control field. The Gradutrol System actually gives to pneumatic con- 
trol an outstanding new performance hitherto believed impossible. 


















"Five Star” Control for Large Space Heating 

















%& COMPLETE LINE .. . Minncapolis- 
Honeywell is the only manufacturer with a 
complete line of simplified control units, both 
pneumatic and electric. 


* IMPARTIAL ENGINEERING . 
Having all types of control, M-H Engineers can 
make impartial recommendations in the selection 
of equipment . . . either pneumatic, electric 
or a combination of both. 


the comfort and convenience for which they 
are designed. 


* UNDIVIDED RESPONSIBILITY ... 
By completely engineering a control system from 
start to finish, responsibility in every M-H in- 
stallation is undivided. 

















* DEPENDABILITY AND SERVICE .. 
M-H controls are the result of more than 54 years 
of leadership and the largest, most modern re- 
search and manufacturing facilities. Service is 
available through an international network of 
branch offices and distributors. 





% OPERATING EFFICIENCY . . 
M-H Precision Control enables heating or air 
conditioning systems to deliver economically all 


















When you install Minneapolis-Honeywell Automatic Controls on 
your heating or air conditioning system, you know youare getting a 
control system backed by an engineering responsibility which insists 
that the best is none too good. M-H Engineers stand ready to work 
with your architect, engineer, or contractor in solving your control 
problem ... Minneapolis- Honeywell Regulator Company, 2905 
Fourth Avenue South, Minneapolis, Minnesota. 


MINNEAPOLIS - eat de 


OF hoe OY. CONTROL 



















Page 23 - September 15, 1939 


#,, 





FORBES BUSINESS PICTOGRAPH 


Os, Hlow conditions compare with a year avo 












SEPTEMBER 15 


AREAS FOR SPECIAL CONSIDERATION 
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Tides of Industry 


IT 1s TOO early yet to look for any effects of the outbreak of war on the industries 
charted here. In most cases, the figures represent the conditions prevailing up 
to the time war was declared, and the few days immediately following. (What the 
effects are likely to be is discussed elsewhere in this issue.) The forward strides 
here recorded took place in spite of the uncertainty and unsettlement that were a 
forerunner of hostilities abroad, and are a continuation of the upturn that has 


been taking place for several weeks. 


Steel Ingot Production 


Per cent. of capacity 


o 


The four weeks’ average of steel pro- 
duction is at the highest point since 
October, 1937, in spite of the lower 
production rate caused by the Labor 
Day holiday. There has been improve- 
ment in domestic demand; consumers 
are increasing orders, and releases 
against contracts placed earlier are 
more active. 


Automobiles Manufactured 


Thousands 


The end of the seasonal decline has 
now been reached. And with new-model 
production under way in most plants 
(with the important exception of Ford) 
substantial increases are expected. 


Electric Power Output 
Billions of KWH 


21 
2 1938 
YR. AVE. 


19 ia 
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In spite of oil well shutdowns and 


cooler weather, the output curve re- 
mains at the high point of the year. 


Check Payments 
Outside N. Y. City 


Billions of dollars 
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The trend of check payments is 
downward, following the long-term 
pattern. 








Total Freight Cars Loaded 


Thousands 





The coal and miscellaneous classifi- 
cations led the advance which boosted 
total loadings. 
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The index is changed only fractionally in the latest two weeks. A slight rise in 
the most recent week offsets a decline in the previous one. (1926—100) 








Do EMPLOYEES 
EXPECT You TO 
MAKE THEM LOANS? 


Most workers who earn modest wages must 
sometimes borrow. Take the case of Joe, who 
runs the elevator in plant 3. His wife has 
just come home after a six weeks’ stay in the 
hospital. Her recovery will take a big load 
off Joe’s mind. But what about the bills that 
piled up after they had spent their savings? 
Joe takes his obligations seriously. He 
doesn’t like being in debt. He will probably 
come to you for a loan. 


Where workers can borrow 


But your company may feel that it cannot 
and should not finance the emergency needs 
of allits workers. What, then can you do for 
your employees who must borrow? 

You might suggest that they borrow from 
their local bank. But banks require collateral 
which wage workers seldom own, or co- 
makers whom they can’t readily get. Per- 
haps they should try to borrow from their 
friends. But their friends need all they can 
earn to pay their own expenses. Where, then, 
are your workers to borrow? 


Loans for emergencies 

It is the job of Household Finance to meet 
this credit need. Every year Household 
Finance makes cash loans to thousands of 
wage earner families without bank credit. 
From Household responsible workers can 
borrow from $20 to $300 on a business basis 
and at reasonable cost. No co-maker or 
bankable security is required. 

Borrowers repay their loans in small 
monthly installments which average less 
than 7% of their monthly income. This 
service helps modest income families to pay 
medical and dental bills, make repairs, keep 
insurance in force, pay taxes—meet money 
emergencies of many kinds. 

Families learn money management 
Household Finance believes that a family 
should avoid borrowing if it can. In keeping 
with this belief the company is carrying out 
a broad educational program to help fam- 
ilies keep out of unnecessary debt. Through 
this program thousands have learned to 
organize family finances and to get more 
from their incomes. 

Wouldn’t you like to know more about 
Household Finance service and how it solves 
the problem of employee loans? The coupon 
will bring you further information without 
obligation. 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 
Headquarters: 919 N. Michigan Ave., Chicago 
"* Doctor of Family Finances” 
one of America’s leading family finance ergan- 
izations, with 250 branches in 161 cities 


See Household’s interesting exhibit “Stretching Your 
Dollar” in the Consumer Interests Bldg., New York 
World’s Fair 


HOUSEHOLD FINANCE CORPORATION, Dept. FM-9 
919 N. Michigan Ave., Chicago, IIl. 


Please send me booklets about Household’s family 
money service without obligation. 


Name. . 


Address 
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how? 


ON THE 
OF 


IF WE CAN implant in our people the 
Christian virtues which we sum up in 
the word character, and, at the same 
time, give them a knowledge of the 
line which should be drawn between 
voluntary action and governmental 
compulsion in a democracy, and of 
what can be accomplished within the 
stern laws of economics. we will en- 
able them to retain their freedom, and 
at the same time, make them worthy 
to be free—-WintHRop W. ALprICcH, 
chairman. Chase National Bank. 


The values of civilization are in ur- 
gent need of appraisal. Material values, 
in particular, need downward revision. 
They exert a power markedly in excess 
of actual values and there is danger 
that real values may be bludgeoned 
into insensibility by materialistic im- 
pacts. —Dr. Epwarp A. STRECKER. 


Of hobbies there are many, many 
kinds. For example, money-making. 
But money-making is not exactly a 
hobby, for it will scarcely carry a boy 
along in continuous joy, comfort and 
pleasure—to say nothing of a full- 
grown man. Money comes, not be- 
cause it is ridden as a hobby, but be- 
cause a real hobby is ridden so clever- 
ly and carefully that it oozes out 
money on the side! 

—Joun Corton Dana. 


Democracy’s concept of freedom 
must never include the freedom to de- 
stroy democracy; never must it give 
its deadly enemies that much freedom. 

—Tuomas MAnn. 


Without humility there can be no 
humanity. —Lorp TWEEDSMUIR. 
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BUSINESS 
LIFE 


Men today feel themselves to be 
giant manipulators, writers of history, 
makers of speeches. But does our use 
of these new tools exceed in wisdom 
the use our grandfathers made of the 
tools at their disposal? If it does not. 
then we have lost. We arrogate to our- 
selves great fame, but in God’s scales, 
what is it worth? 

—Joun Wattace Suter, D.D. 


Do not let yourself be tainted by a 
barren skepticism! —Louts PAsTEuR. 


Ideas are the roots of creation. 
—ABBE ErNeEsT DIMNET. 


An inquiry into the traits and char- 
acteristics of 400 of the most success- 
ful insurance salesmen in twenty dif- 
ferent companies brought out the fol- 
lowing interesting conclusions. It was 
found most successful men possessed: 


1. High character. 

2. Willingness to do full day’s work. 

3. Ability to get repeat business. 

4. Capacity to make friends outside 
of pure business relationships. 

5. A nose for business and the abil- 
ity to see needs wherever they see 
people. 

6. Capacity to reach out into new 
classes of prospects. 

7. Ability to get prospects to talk. 

8. Ability to tell a good story about 
insurance. 

9. Ability to prove that insurance is 
necessary. 

10. Ability to manage properly their 
own finances. 

11. Ability to translate thoughts in- 
to action. | —WASHINGTON REVIEW. 


We [the Government] are here not 
as masters but as servants, we are not 
here to glory in power, but to attest 
our loyalty to the commands and re. 
strictions laid down by our sovereign, 
the people of the United States, in 
whose name and by whose will we ex. 
ercise our brief authority —CHarLes 
Evans Hucues, Chief Justice, United 
States Supreme Court. 


He has mastered all points who has 
combined the useful with the agreeable. 
—Horace. 


In order to rule the country, one 
must first rule one’s family. 

In order to rule the family, one 
must first regulate one’s body by moral 
training. 

In order to regulate one’s body, one 
must first regulate one’s mind. 

In order to regulate the mind, one 
must first be sincere in one’s inten- 
tions. 

And in order to be sincere in inten- 
tions, one must first increase one’s 
knowledge. —ConFUvcivs. 


Idleness travels very slowly and 
poverty overtakes her. —HUunrer. 


Why some men succeed may be 
traced to the fact that they are always 
trying to find out what the public is 
going to do when it gets tired of doing 
what it is doing now. 

—PHOENIX FLAME. 


You should so identify yourself with 
the interests and needs of others that 
you will have the time of your life 
working for the betterment of man- 
kind. —Dr. Georce E. VINCENT. 


In response to many requests from 
readers, a collection of the “Thoughts” 
which have appeared on this page 
during the last twenty years has been 
published in book form. Price $2. 





A Text 


We then that are strong ought 
to bear the infirmities of the 
weak, and not to please our- 
selves.—Romans 15:1. 


Sent in by George J. Hill, Fre- 
mont, Neb. What is your favorite 
text? A Forbes book is presented 
to senders of texts used. 
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What Every Taxpayer 
Should Know 


FORBES 


What are your Federal Tax problems, business or personal? FRANK H. SHEVIT, 
consultant on Federal taxes, will give you his answers, in this column or by mail, 
without charge. Address him at Forbes Magazine, 120 Fifth Avenue, New York. 


Enclose self-addressed envelope. 


Items Deductible 


I will send you a list of items de- 
ductible for income-tax purposes if 
you will write me enclosing a stamped, 
self-addressed envelope. 


Bad Debts 


The Second Circuit Court, in re- 
versing a decision of the Board of Tax 
Appeals, holds that where a mortgagor 
deeds back property to the mortgagee 
and obtains a release from liability, 
the transaction is neither a sale nor an 
exchange, but partial payment of an 
indebtedness. Thus, the mortgagee is 
entitled to a full bad-debt deduction, 
not a limited capital loss. 


Expenses 


A resident of Boston, a designer of 
machinery and tools, was employed 
temporarily at various times by two 
companies in Brooklyn, N. Y. When 
not employed within commuting dis- 
tance of his home, the taxpayer lived 
at hotels and lodging houses. Are the 
taxpayer’s living expenses at these ho- 
tels and the amount spent for train 
fare between Brooklyn and Boston de- 
ductible for income-tax purposes? 

No. The statute specifically provides 
that a person’s living and family ex- 
penses may not be deducted from gross 
income. The evidence in this case 
shows that the amounts spent were 
living expenses. 

The Board of Tax Appeals has held 
that the living expenses of a Congress- 
man while in Washington are not a 
legal deduction from gross income. It 
appears that this ruling applies to all 
taxpayers. 


Commissions 


Are the commissions paid in pur- 
chasing stock deductible as an expense; 


aud are commisions paid in selling 
stock deductible from profits as an ex- 
pense? 

The Treasury Department appealed 
the first point to the Supreme Court 
and succeeded in reversing the lower 
court. The second point was not ap- 
pealed, and the Circuit Court’s order 
stands. The rule today is: 

1. Commissions paid in purchasing 
stock are part of the cost of the stock, 
but 

2. Commissions paid in_ selling 
stock are deductible from profits as an 
expense. 

When deducted from profits as ex- 
pense the commissions reduce taxable 
income. For example: Stock costing 
$5,000 is sold after two years for 
$6,000. Selling commissions are $200; 
net proceeds $5,800. The reporting is: 


Profit, $1,000, reportable 50%. $500 
Commissions, deducted as ex- 

I se kterdeedetesiawsvs 200 

Taxable Income.......... $300 


Prior to this decision, the commis- 
sions would reduce the gross proceeds 
leaving net proceeds at $5,800. This, 
less the $5,000 cost, would result in 
$800 profit, reportable 50%, leaving 
$400 taxable income. The new rule 
permits a 25% reduction in taxable 
income. 


Taxpayers’ Forum 


Is a corporation paying interest on 
the indebtedness of its stockholders 
entitled to deduct the interest?— 
H. A. 

No. 

The cost of reconstructing a build- 
ing damaged by fire exceeded the 
amount of insurance received. Is the 
difference between reconstruction cost 
and insurance received considered a 
loss? —F. M. 

No. The difference is not deductible 
as a loss. 











Handsome to look at 
... restful to use... 
for Faries lamps lead 
in style, as they have 
in lighting efficiency 
for 59 years. 

200 Models 
Impressive designs for 
office, lobby or club. 
Lamps for store, general 
office or factory, that re- 
duce eye strain — in- 
crease efficiency. Sold 
by your electrical or of- 
fice equipment dealer. 


FARIES MFG. CO. 
S. Robert Schwartz Div. 
1016 E. Grand Ave. 
Decatur, Ill. 


Faues Lamp 
LEADERS IN STYLE AND 
LIGHTING EFFICIENCY SINCE 1880 


ADVICE TO" 
TRAVELERS: 


..Who Want More Time at Home! 


cae 
















DO YOU KNOW: thousands of men prac- 
tically eliminate nights on the road... 
enjoy more time at home—by flying! 
CHICAGO-TO-NEW YORK ordinarily 
takes 16 hrs. You do it in 4 via TWA! 8 
flights a day each way. Fare, $44.95. 


COAST-TO -COAST— overnight via the 
fastest service —TWA’s ‘‘Sky Chief."’ 


10% Discount on Round Trips! 
PHONE Travel Agent or TWA for rates anywhere. 


§ aeeeieanaueniel & Western Air, Inc. so 
Kansas City, Missouri ] 
Send FREE BOOKLET on TWA service to 
both Fairs—with stopovers at Boulder Dam 
and Grand Canyon! 
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SHORTEST, FASTEST 
COAST-T0-COAST 





The value of Forbes 
the 


advertiser 1s based 


Magazine to 


upon its essential 


value to the reader 
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HOW STOCK 
GROUPS ACTED 


1914-1918 


Write for Free Report 
No Obligation 
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' Babson’s Reports ! 
I piv. 6-1M Babson Park, Mass. f 
§ Send — gratis — condensed summary [| 
B) of World War market. i 
a Name ' 
i Address 1 
i 1 
| 
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LEARN BEFORE YOU LOSE 


A booklet that tells you WHY you lose on stocks 
and HOW to make profits. 1939 up-to-date 
Course of Instruction and new theories proved 
by mathematical rules—a great improvement, I 
believe, over the Dow Theory. How to read 
formations correctly. Rules for resistance levels, 
telling how to buy near low and sell near high 
levels. Time rules and cycles that prove when 
‘ tops and bottoms should be reached. TIME is the 
most important factor to learn. Volume of sales 
—new rules showing changes since Securities Ex- 
change regulations. These practical rules are the 
result of 36 years’ experience, study and research. 
They are tested and proved. You are invited to 
investigate this new way of making profits in 
Stocks and Commodities. No obligation and no 
salesman will call on you. Booklet F-7 Free. 


W. D. GANN 


82 Wall St., New York, N. Y. 
2101 N. W. 18th Terrace, Miami, Florida 

















LOEW’S INCORPORATED 
“THEATRES EVERYWHERE" 
September 8th, 1939. 
HE Board of Directors declared a divi- 


dend at the rate of 50c per share on the 
outstanding Common Stock of this Com- 
pany, payable on September 30th, 1939 to 
stockholders of record at the close of busi- 
nes; September 19th, 1939. Checks will be 
mailed. 


DAVID BERNSTEIN 
Vice-President & Treasurer 














Penetrating Appraisals 
of the New 


War Economy 


Just as important as the gathering of war news 
is the interpretation of the news—the weighing 
of the reports and rumors that fill the air and 
clog the wires. 

Rumor and propaganda are subtle enemies—the 
avenues for which have broadened spectacularly 
since 1914! They can best be met and defeated 
with knowledge, mature judgment, and fear- 
lessness. 

These are the qualities one seeks in a business 
publication in an emergency. These are exactly 
the qualities one finds in FORBES. 


Follow Forses during these turbulent 
times for mature, penetrating appraisals of 
the new war economy. Subscribe today at 
these attractive rates: 


1 Year $5 2 Years $7.50 3 Years $10 


On foreign subscriptions, add One Dollara year extra 
Mail your instructions to: Circulation Manager 


FORBES, 120 Fifth Ave., New York, N.Y. 
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Stock Market Outlook 


JAMES G. DONLEY 


WHILE convinced for several weeks 
before the event that a general Euro- 
pean war was in the making, the writer 
did not foresee the transition of specu- 
lative activities from a war scare to an 
incipient boom in “war babies” in the 
course of one day’s market. 

It was a quite remarkable demon- 
stration of the “streamlined” nature of 
the age and its thinking that the mar- 
ket gave on Sept. 1 when the Nazi mili- 
tary machine began to crush Poland. 
From a low point during the day of 
127.51, Dow-Jones industrial, which 
marked the bottom of the decline from 
the 144-145 high levels of late July 
and early August, the market was car- 
ried up nearly nine points to close with 
a large fractional gain. And it was 
buying in the war stocks that turned 
the trick. 

That was contrary to the writer’s 
idea of how the market would respond 
to the outbreak of another major 
European conflict with all its uncer- 
tainties and potentialities beyond the 
ability of any man to predict. But the 
public’s headlong rush into war stocks 
of every description, even though it 
may have been premature, must be 
accepted at its apparent face value. For 
it has unleashed new buying power 
sufficient to change the trend of prices 
and also to convert the market into a 
speculative affair in contrast to its pre- 
vious preponderantly investment char- 
acter. The turn in stocks was impres- 
sively seconded by commodities. 





Both these movements give the lie 
to the lessons of experience in 1914. 
For on the outbreak of the World War 
stocks were severely jolted. 

But sometimes experience may be a 
handicap, for with different times come 
different reactions. Apparently this 
war market has begun where the pre- 
vious one left off, with a mind only for 
jumping to conclusions. At this writ- 
ing (Sept. 7) our embargoes remain 
on war munitions of various kinds, but 
the market assumes that they will be 
taken off shortly. It also ignores the 
enormous accumulations of supplies by 
the Allies and assumes that “war or- 
ders” may be taken for granted. 

To sum up: The move has already 
carried to the 148-150 supply level 
where it has met a temporary check. 
A reaction to the 140-145 level is in- 
dicated. Speculative buying is suggest- 
ed on such a decline, for the prospects 
are that the next phase of the rise may 
carry the industrial average to 160- 
162. It should be kept in mind that 
war markets are very risky affairs. 
with the unknown factors the effective- 
ness of occasional peace efforts and the 
war fortunes of the Allies. The specu- 
lator should be on guard against an 
unfavorable turn if Italy and Russia 
should enter the conflict. 


Advance release by air mail of this 
regular article will be sent to interes 
readers on the day of its writing. Rates 
on request. 
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Selected List of War Stocks 





READERS have been frequently advised 
what to buy in the event of war. In 
this column for Oct. 15, 1938, the fol- 


lowing list was given: 


1914 1916 

Low High 
Am. Hide & Leather pref... 17 84 
Atlantic, Gulf & West Indies 5 147 
Int. Mere. Marine com..... 5g 50 
Int. Merc. Marine pref..... 3 125 
South Porto Rico Sugar.... 10 60 
heh: TOG, indices svenae 12 58 
Am. Zine @ LOR. «.osccscie 12 97 
Anaconda Copper ........ 24 105 
Bethlehem Steel (old stock) 29 700 
Cractble Steel .icscesscsss 3 99 
ON 5 ohewctere ductors ois 78c. $3.45 


In 1919, many of these stocks went 
even higher; Hide & Leather advanced 
to 142; Atlantic Gulf to 192; Marine 
common to 67; Crucible to 261. 

On July 15th of this year, the fol- 
lowing selected “war list” was given: 


Low and High 

Week Ending 

Sept. 2, 1939 
a ee 18 24 
ee Re oe 13 17 
Atlantic, Gulf & West Indies 6 12 
Cuban-Atlantic Sugar (over- 

ee eee 6 12 

South Porto Rico Sugar.... 18 28 
Anaconda Copper ........ 22 31 
Am. Woolen pref.......... 31 41 
Am. Hide & Leather pref... 31 35 
Crucible Steel ............ 26 39 
3 eee 11 13 


That this list was well chosen is self- 
evident from the above figures show- 
ing the high and low for the first few 
days following Germany’s attack on 
Poland. 

War markets are wild affairs. Read- 
ets must be prepared for excitement. 
I well remember the market during 
the World War. A big advance got 
under way early in 1915. In the Spring, 
the Lusitania was sunk by a submarine. 
and the market declined violently. 
Recovery quickly followed, and prices 
advanced during the balance of the 
year. Then followed an irregularly de- 
clining market until April, 1916, when 
the advance was again resumed, reach- 
ing its peak in November, when money 


JOSEPH D. GOODMAN 


rates soared. In the meanwhile. there 
was a severe break in October. on re- 
ports that German submarines were 
sighted off the American coast. In De- 
cember, 1916, the famous “peace leak” 
occurred, and stocks declined pre- 
cipitately. Shortly afterward, Germany 
began its submarine war against all 
vessels, including ours, and a_ bear 
market in stocks followed—apparently 
discounting our entry into the war. 
The decline continued until December. 
1917. 

At present, my guess is that a rising 
market for stocks, and a declining 
market for bonds (particularly low- 
yielding bonds), will exist until it be- 
comes obvious that the United States 
will enter the war; then, in that event, 
unforeseeable events might occur, such 
as control over prices and profits. 

Among other stocks which advanced 
a great deal during the World War. 
and might be leaders in the present 
advance, were: 

American Crystal Sugar 
American Car and Foundry 
American Locomotive 
Baldwin Locomotive 
American Sugar 


American Woolen 

California Packing 

U. S. Leather (formerly Central Leather) 
Electric Storage Battery 

U. S. Rubber 


Loose-Wiles Biscuit 
National Enameling 
United Drug 
U. S. Industrial Alcohol 
Armour 
Virginia-Carolina Chemical 

My advice to readers is to diversify 
their purchases widely; my personal 
choices are those mentioned in the July 
15th list, plus California Packing, Na- 
tional Enameling, U. S. Industrial 
Alcohol, United Drug. 

Purchases for cash only are recom- 
mended. 

—September 8. 


* 


Advance release by air mail of this 
regular article will be sent to interested 
readers on the day of its writing. Rates 
on request. 
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Sturtevant 


Air Conditioning or 
Air Handling Apparatus 


installed in: 


Perisphere (Theme Center) 
New York City Building 
Chrysler Building 
Railroad Building 
Childs Restaurant 
Administration Building 
American Telephone and Telegraph 
Building 
Johns-Manville Building 
Poland Building 
Italian Building 
Netherlands Building 
Boy Scout Camp 
Food Building (Rehearsal Rooms) 
Public Address Center 
Distilled Spirits Building 
Continental Baking Building 
U. S. Steel Building 
New York State Building 
Castle Gardens 
Atlantic Gardens 
Red Lion Inn 
Cheshire Cheese Restaurant 
Dog and Duck Restaurant 


B. F. STURTEVANT COMPANY 
Hyde Park BOSTON, MASS. 
Branch Offices in 40 Other Cities 


B. F. Sturtevant Company of Canada, Limited 
Galt, Toronto, Montreal 


Sturtevant 


Lh Just WIA 
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BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


DIVIDEND NOTICE 


Dividends have been declared by 
| the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/5¢ per share 


COMMON STOCK 
45¢ per share 


Both dividends are payable Sept. 
30, 1939 to stockholders of record 
at close of business Sept. 15, 1939. 








Sept. 1, 1939 


Treasurer 


E. A. BAILEY 























DIVIDE N D 
ARMOUR &@ COMPANY 


OF DELAWARE 


On August 25 a quarterly dividend of one 
and three-fourths per cent (144%) per 
share on the Preferred Capital Stock of 
the above corporation was declared by the 
Board of Directors, payable October 1, 
1939, to stockholders of record at the close 
of business September 12, 1939. 

E. L. LALUMIER, Secretary. 





























UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable October 2, 1939, to 
stockholders of record at the close of 
business September 8, 1939. 


ROBERT W. WHITE, Treasurer 
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Your Mind Needs 


the Vacation 
(Continued from page 16) 

















EXECUTIVES! 


Do you know of any responsible, 
ambitious salesman who is in a 
position to add to his income by 
following up recent expirations 
and selling or servicing FORBES 
to new subscribers? 


To such individuals we offer live 
leads, recent expirations and lib- 
eral commissions and bonus. 


Your cooperation in putting us in 
touch with worthy candidates in 
industrial communities where we 
do not already have a representa- 
tive will be greatly appreciated. 


Simply refer them to Circulation Manager 
FORBES, 120 Fifth Ave., New York 
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have complete confidence in his assist- 
ant only if Harrison’s emotions, reac- 
tion habits and personality had been 
identical with his own; for only then 
would Harrison be able to duplicate 
Wilson’s reactions to business prob- 
lems. But this is impossible because the 
lifetime experience of the two men has 
been different. And any attempt to 
force subordinates into the mold of 
the executive’s life style is bound to 
create difficulty for the organization. 

The writer was recently called upon 
to study the sources of low efficiency 
in the sales department of a large 
company. The primary cause proved 
to be failure on the part of the execu- 
tive in charge of sales and promotion 
to take into account differences in life 
style. He was a big, blustering, highly 
aggressive man who high-pressured his 
way through life, finding little need 
for tact and giving a minimum of con- 
sideration to the point of view of 
others. 

Despite the fact that the products 
of the company were for home use 
and ranged from $300 to $700 in 
price, he was exceptionally successful 
in selling by the method that fitted his 
life style—the steamroller. Thoroughly 
convinced that he knew “the way” to 
sell the company’s items, he formu- 
lated his approach into a “canned 
speech” and required all the salesmen 
to use it. ' 


CANNED SPEECHES CAN’T SELL 


The use of a canned speech even by 
the man who “cans” it is sufficiently 
questionable in the sale of such high- 
priced items to householders. But when 
his salesmen, who were different from 
him in physique, age, attitudes towards 
people and habits of reaction, at- 
tempted to steamroller householders, 
the results were frequently ludicrous. 
And as was to be expected, those sales- 
men who disregarded instructions and 
fitted their approach to the needs and 
attitudes of their customers in terms of 
their own life style were getting the 
greater share of the business. 

Style in an executive position is no 
different from style in writing or in 
painting. No writer or painter ever 


attained great success while he was 
copying the style of another. No sub- 
ordinate can ever attain his greatest 
efficiency while his superior is attempt- 
ing to impress his own style on every. 
thing the subordinate does. He will, 
like Harrison, appear to his superior 
to be a good plodder who needs con- 
stant direction but who is incapable of 
doing things right without it. 

But let the executive give his as. 
sistants responsibility for their own 
acts, or let him remove the pressure 
of his own personality, either by be- 
coming ill or by going on a vacation, 
and the assistant blossoms out, be- 
comes his own man, proceeds with 
judgment weighted with responsibility 
and obtains results which both surprise 
and puzzle his superior. Like Wilson, 
the executive is prone to conceive that 
his assistant has each time reached 
the right solution the “wrong” way 
when, in fact, the difference in ap- 
proach is absolutely necessary to the 
subordinate’s success in handling the 
situation. 


YOU NEED THEM OFTEN 


One further step is necessary in 
learning how to take a vacation prop- 
erly: The executive must re-orient some 
of his ideas and get some practice in 
giving his mind a vacation. Frequent- 
ly he has a feeling of guilt about tak- 
ing time out; he has devoted his life 
to work and he feels that he is neglect- 
ing his duty by taking either long or 
frequent vacations. 

There may have been some basis for 
such an attitude in earlier days but it 
no longer exists. In former times, life 
was calmer and slower. Organizations 
were much smaller and competition 
less keen. Executives did not carry 
responsibility for the welfare of so 
many people. The scope of activities 
in a business and an industry was 
much smaller. The executive did his 
work well and without great pressure. 
Now the pressure is very severe, caus- 
ing mental strain which frequently 
proves too great. The number of ex- 
ecutives succumbing to diseases related 
to emotional strain now and in earlier 
times gives an index of the difference. 

Frequent vacations by executives are 
absolutely essential to the best interest 
of their companies, though few com- 
panies have yet awakened to that fact. 
They are essential to mental efficiency, 
health and growth of the organization. 
The mani who has not time to take va- 
cations is doing a poor service to his 
organization, for the cost of making an 
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FIRST LINE OF DEFENSE FOR 1940 SALES 


Brings You a Stimulating Pep Pellet 
by B. C. FORBES 
For Every Day in 1940! 


Ideal Sales Stimulator and Good-Will Builder 
for Executives to Give to Employees, Customers, 
Prospects as Christmas or New Year Greetings! 


MAIL COUPON BELOW FOR SAMPLE COPY 
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The higher the structure you seek 
SUN. 21 to raise, the deeper must be your 
foundation. 








Buck up. Go te it, Millions of dol- 
MON. 22 lars worth of goods are sold every 
day. Why nota little mere by you? 








SAT. 20 Your expense sheet can be either TUE. 23 Don't be afraid te ask for the 
‘ . en asset or a liability in your ad- } order 
vancementi, 
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executive is very great. Economy de- 
mands that he keep himself mentally 
and physically fit. 

Vacations are not a luxury. They are 
necessities of modern high-pressure 
life. 

But practice in giving the mind a 
vacation can be obtained even while 
one is on the job. An executive with a 
steel company was one of the many 
business men who find it difficult to 
rest their minds either on vacation or 
at the office. Some of the measures I 
recommended to him may be useful to 
others. 

When we first talked, he had become 
so engrossed in executive problems 
that he had not visited the plant in 
many months, and then only to con- 
sider a specific problem for an hour 
or two. He had only a very general 
idea of what was occurring within 
the plant itself. I suggested that he 
occasionally spend not less than three 
full days in the plant just talking with 
workmen and looking around. When 
he talked with the workmen, it was not 
as a boss but as a human being with 
due consideration for human relations. 
No specific purpose was involved in 
these trips, other than to occupy his 
mind with new thoughts and give his 
subordinates practice in taking full re- 
sponsibility. 

His visits had three results each 
time. He returned to his desk re- 
freshed; he brought back new ideas 
from what he had seen and heard; 
and he gained increased confidence 
in the ability of his assistants. 

Most executives can adopt some 
such procedure with profit. 

The production executive may study 
installations or the sources of raw ma- 
terials. The advertising manager may 
visit dealers, particularly in small 
towns and villages where he can re- 
gain insight into the real constitu- 
tion and desires of the American pub- 
lic. Regaining touch with the basic 
elements will provide a diversion for 
their thoughts as well as fresh ap- 
proaches, and will give their subor- 
dinates the practice in assuming re- 
sponsibility which they need in order 
to do it well. But the executive must 
remember that the subordinate’s style 
will be his own. 

A little practice with such methods, 
together with an appreciation of the 
necessity for frequent vacations, will 
soon enable the executive to take his 
mind with him when he goes away 
for rest and relaxation. Try it next 
time. 
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There Is No Slump 
in Scio 
(Continued from page 15) 








machinery and the kilns had been re- 
built according to Reese’s mass-pro- 
duction ideas. The Scio-Ohio Pottery 
Co. was ready to go. 

It lacked only funds for a payroll, 
credit for raw materials, and orders. 
The raw-materials problem was settled 
first. A salesman for a clay company, 
traveling in this territory, had known 
about Reese’s plan from the beginning. 
He believed in the man, the idea and 
the town, and persuaded his superiors 
to gamble two carloads of clay. 

Reese, then, made a day-coach trip 
to Chicago. On his previous job he had 
met a buyer for a large chain of stores, 
who had been impressed with Reese’s 
mass-production plans. Reese told this 
man he was ready to produce, asked 
him to take the first carload of cups 
and saucers—and to pay for them on 
delivery. The buyer agreed. 


ELEVEN CENTS IN THE BANK 


Production started in mid-February. 
1933. The first payroll—$990.53—fell 
due on Feb. 23. Reese had a cash bal- 
ance of 11 cents. There was a huddle 
in the back room of the bank. Twenty 
men agreed to put up $100 apiece. The 
payroll was met. Now, on every Feb. 
23, Scio has a community dinner. 
served by the ladies of the Methodist 
Church and paid for by Reese, in com- 
memoration of that occasion. 

The soundness of Reese’s ideas was 
proved by his first carload of cups and 
saucers. Soon buyers began to show up 
in Scio. In 1934, the first full year of 
operation, the company did a gross 
business of $331,000. Last year it was 
$1,284,000. There are more than 500 
employees. For two years the monthly 
payroll has averaged $50,000. There 
has never been a lay-off. 

“Everybody in town who wants a 
job,” the bank cashier told me, “has 
one.” Almost everybody wants one. 
Among his employees, Reese has sev- 
eral former school teachers, two minis- 
ters, a one-time station master, several 
engineers, a considerable contingent of 
college graduates. Farm families from 
the entire countryside are represented 
on his payroll. Among the 2,200 peo- 
ple in the township only 12 are on re- 
lief. Meanwhile, the population of the 





town has more than doubled since 
1932. There has been a small boom in 
new homes. The number of savings 
accounts at the bank has multiplied. 

Reese, who is “L. P.” to Scio, now 
owns the business, but he is no desk. 
industrialist. For my visit he appeared 
in a white shirt and necktie—and was 
soundly razzed for it. His attitude to. 
ward his employees is a product of his 
own experience as an employee. 

“I’ve already got all the money | 
deserve,” he told me. “From now on 
the profits of the business are going 
into increased pay and bonuses.” The 
wages he pays are already tops for the 
industry—in some categories twice the 
average wage. The minimum—to the 
boys who sweep out—is 50 cents an 
hour. The scale goes up from there to 
$2.50 an hour. Last year the company 
added $22,000 as a Christmas bonus. 

Reese knows most of his employees 
by their frst names. He handles their 
grievances personally. Two years ago, 
when union delegates arrived in Scio, 
Reese, once an officer in a union him- 
self, let the men tell their story to his 
employees. Then he suggested an em- 
ployees’ meeting in the plant ware- 
house to settle the issue. Both he and 
the organizers stayed away. The vote 
was unanimously against unionizing. 

Recently, Reese with his advisers— 
the bank cashier, the dentist and the 
real estate operator—decided that in- 
creased business merited a program of 
plant expansion. They knew that such 
a program would eventually mean 
more employment and better pay and 
that, in the meantime, it would prob- 
ably prevent any wage increases. Reese 
put the alternatives up to the employ- 
ees. “If you vote for expansion,” he 
warned them, “you'll probably have to 
keep your noses to the grindstone for 
the next two years.” The vote was 
unanimous to expand. 

It is clear by now that Reese and 
Scio—hard hit as they were in 1932— 
have put the depression in reverse. 
Their methods for reversing it are 
neither spectacular nor new. They are 
deeply rooted in the American tradi- 
tion: The same methods of imagina- 
tion, courage and industry by which 
Americans, from the first pioneers, 
have got the upper hand on hard times. 

Reese and Scio are current proof 
that the pioneer line has not run out 
or its effectiveness diminished. 

Do You Know Tuat: Materials from 
119 manufacturing plants go into the 
construction of a standard locomotive. 
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In the Business 
Spotlight 


(Continued from page 20) 












most of its stimulus from a quickening 
of domestic business. A key factor will 
be gasoline and oil prices, with their 
effects on costs and rates. 

Pustic Utiities face what rail- 
roads do—rising costs and rates that 
are hard to raise. Demand for power, 
now at peak levels, will increase, of 
course, as industrial production does. 
With a Government peace pact in their 
pockets, they are now better able to 
finance new-plant building. 

The Or INDUsTRY is much more 
of a “war industry” than in 1914; 
mechanized warfare requires oil and 
gasoline in enormous quantities. The 
Allied Powers’ needs will be huge. Oil 
refineries are now operating at close 
to capacity; stocks on hand are high, 
but might soon disappear with large 
war demand. 

MacHINERY & INDUSTRIAL EguiP- 
MENT seems headed for a rise. Domes- 
tic demand will be heavy. And though 
Europe is now better equipped than 
ever before, replacement needs will be 
large. Cancellation of this October’s 
Machine Tool Show to allow concen- 
tration on filling orders shows what’s 
coming. 

OrFicE EQuipMENT should get a 
pick-up from better domestic business. 
more exports to neutrals. But England, 
Germany and France, big U. S. cus- 
tomers, no longer care whether type- 
writers and calculating machines are 
up to date. 


Commodities 


Some commodities are major instru- 
ments of military operations. Others 
face increased war-time demand as in- 
direct results of hostilities. Still others 
may have their markets wrecked by 
war. 

Total world supply against total 
world demand is not the sole deter- 
minant of price in war times. How 
distant commodities are from where 
they are needed; how fast they can 
teach consumption points; shipping 
and insurance rates from supply cen- 
ters; availability of shipping space at 
any price; the relative safety of vari- 
ous sea routes—all these may at times 
overshadow pure supply and demand 
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in setting prices. Another point: In 
spite of sensational rises in early Sep- 
tember, commodity prices are still far 
lower than two years ago (p. 25). 

Copper is a front-rank war material: 
“Empires that last are copper-riveted.” 
Copper extractors and fabricators have 
been preparing for war since Munich, 
say they can meet all probable de- 
mands. World productive capacity is 
twice what it was in 1914, and Great 
Britain supposedly can fill her copper 
needs herself. 

Other Non-Ferrous METALs also 
play important roles in military opera- 
tions. Aluminum is essential for war- 
ships and airplanes (a new demand 
since the World War). Nickel, vana- 
dium, molybdenum, manganese and 
tungsten go into armament steels and 
into the steels from which arms- 
making machines are built. Tin cans 
are used for preserving army foods. 

Hives for shoes and Woot for uni- 
forms are also army necessities. But 
shoe leather may last longer with mo- 
torized troops. 

Wueat, Sucar, Corn, MEaT and 
other foodstuffs all rise in price with 
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Wholesale commodity prices rose sharply, 
but only after a long lag (1926:100) 


war-time conditions. Armies and civil- 
ian populations must still be fed, but 
farm output in belligerent nations 
falls because farmlands are devastated, 
farmhands are at the front, the usual 
foreign sources of supply may be 
blocked off. Huge surpluses of most 
foodstuffs exist today, but they could 
conceivably vanish almost overnight. 

But war is a setback to other com- 
modities. COTTON may be one. Its use 
in gun cotton is relatively unimpor- 
tant; citizens of warring nations make 
their clothes last longer; a new crop is 
about to be added to an enormous 
world surplus. On the other hand, 
mechanized warfare requires tires, and 
tires require cotton. Furthermore, in- 
creased consumer buying in the U. S. 


may lift demand for cotton textiles, 
and loss of foreign markets which are 
now far smaller than in 1914 will be 
less of a blow. 

Topacco also suffered in the last 
war; people cut down on their smok- 
ing, while belligerent buying and ship- 
ping space were diverted to more 
essential goods. COFFEE and Cocoa 
met similar fates in 1914, and may 
again. SILK is uncertain. Used for mili- 
tary parachutes, it is yet a luxury 
which is vulnerable to synthetics; and 
a rise in price might be suicide. 

RuBBER possibilities are interesting. 
Mildly important from a _ military 
standpoint 25 years ago, it is abso- 
lutely essential today for tires, engine 
mountings, balloons, gas masks, the 
endless electrical mechanisms of mod- 
ern warfare. World stocks are now low. 
But consumer use of rubber in belliger- 
ent nations will inevitably decline; 
ample shipping space to the U. S. is 
available; and substitutes are waiting 
eagerly for rubber prices to run up to 
a point (not much beyond 25 cents a 
pound) where they can step in. 

PETROLEUM, like rubber. is now an 
absolute military necessity, and U. S. 
oil fields are easily accessible to the 
Allied Powers—something to think 
about if Italy joins Germany, and pe- 
troleum shipments from Asia Minor 
have to go around Africa. But Europe 
is already extracting synthetic petro- 
leum from coal in important volume. 


Substitutes 


The last great war gave birth to the 
U. S. chemical industry. Perhaps this 
one will be the mother of an even 
greater related industry—the produc- 
tion of substitutes, particularly syn- 
thetic substitutes for imported ma- 
terials. The only go-ahead signal which 
many now ask is a sufficient increase 
in the price of the established material. 
Rayon, vinyon and nylon may wipe 
out silk. Rayon and artificial wool may 
gang up on natural wool. Synthetic 
rubber may force natural rubber to the 
rear. Glass, paperboard and other sub- 
stitutes may make further inroads on 
tin. Cotton textiles may knock out 
burlap. Synthetic rosins may make fur- 
ther gains at the expense of shellac and 
varnish gums. Newsprint made from 
Southern pine may gain on newsprint 
made from foreign spruce and pulp. 
Plastics may cut in on steel and other 
metals. And it might even be that oil 
extracted from coal would get a foot- 
hold in this country. 
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Caution at the Helm 


AMERICAN economic resources are the 
ultimate balance of power in the world 
today. Supplies are the fuels of the 
war machine. What belligerent nation 
could supply itself completely from its 
own resources for six months? Policies 
still to be defined publicly will deter- 
mine the incidence of this decisive 
power upon the Second World War. 
Whether we are in or out of it from 
a military standpoint, the weight of 
our supplies is the same—essential. 
decisive. 

A wholesome spirit of national unity 
against universal danger promises a 
calm and steady-handed approach to 
the tangled and difficult decisions 
ahead. 

In its unwitting role as the real 
capital of the world, Washington lives 
and moves in a new atmosphere of 
earnest and sober deliberation. De- 
cisions are truly fateful. A sword of 
Damocles hangs over the whole struc- 
ture of civilization. Mistakes easily 
may be cataclysmic. Rigid censorships 
abroad often cloud essential segments 
of the picture we are trying to inter- 
pret. Sizzling propaganda drives re- 
morselessly against the prudent objec- 
tivity and temperate reflection which 
are so vitally needed. 


OPEN-MINDED NEUTRALITY 


Embracing President Roosevelt’s ad- 
monition against spiritual blindness, 
the nation walks precariously in a state 
which can be described only as open- 
minded neutrality. Our whole position 
is tentative, for, as the President said 
in his careful radio proclamation of 
Sept. 3. “I trust that in the days to 
come our neutrality can be made a 
true neutrality.” True neutrality, as 
here projected, doubtless will be de- 
fined by the President when Congress 
assembles. Meanwhile, the uncertain- 
ties of this fluid position inevitably 
must aggravate the abnormal stresses 
and strains of day-to-day business 
management in every direction. 

It is the consensus of government 
economists that the first economic im- 
pact of the conflagration will be a 
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gradual upward tendency in com- 
modity prices the world around. 
France’s formal abandonment of the 
35% gold reserve requirement against 
note circulation confirms a world-wide 
inclination toward inflation of nation- 
al currencies. 


PRICE CONTROLS ARE COMING 


But over the next six months price 
rises should be by no means drastic 
or spectacular: First, because all the 
belligerents are well prepared for the 
short term; second, because there will 
be a large diversion of materials from 
peace to war under compulsory regu- 
latory schemes in every country be- 
fore the clamor for imports begins in 
earnest. In view of heavy world sur- 
pluses in wheat, corn, cotton, wool, 
meats and fats there is nothing in 
the immediate picture to justify run- 
away prices or unrestrained specula- 
tive enthusiasm. Profiteer hoarding 
promises to be left at the post, for a 
year at least. It is widely assumed in 
official circles that before demand over- 
takes current world reserves, general 
price controls will be in effect in the 
United States. 

Neither does a threat of demoral- 
ization hang over the American stock 
markets from potential European 
dumping. That fact is apparent to all 
by now. The United States remains, 
relatively, the world’s safest haven for 
capital. Foreign balances and invest- 
ments—roundly $9 billions—are of 
such magnitude that self-preservation 
demands orderly liquidation for sup- 
ply accounts. 


NO CROP CONTROLS FOR 1940? 


Domestic crop restrictions projected 
for 1940 likely will be rescinded by 
executive order during the next thirty 
days, for with Europe’s reserves gone 
by Spring, next year’s crops could not 
be too bountiful. England, for example, 
already is negotiating in Buenos Aires 
for 115,000,000 bushels of current 
wheat—almost the entire exportable 
surplus of the Argentine. 

How soon Congress will be called 









into extraordinary session will depend 
in large degree upon national experi- 
ence. 

A first requisite to a Congressional 
session, as the President views it, is a 
clear and articulate sense of national 
direction and unity regarding foreign 
policy. A special session in advance of 
a clear-cut national sentiment concern. 
ing the limits of American involvement 
certainly would be troublesome and 
embarrassing, if not dangerous. Par. 
tisanship is definitely adjourned as re. 
gards foreign policy, but there yet 
remains a broad field of honest differ. 
ence of opinion as to the course to be 
charted in our relation to the war; 
and in the fixation of this policy there 
are genuine conflicts of both material 
and social interests to be circumvented 
in the name of national unity and 
strength. 

These differences of opinion and 
conflicts of interest reach to the very 
inner circle of the Administration. 
Concerning them, Mr. Ernest K. Lind- 
ley, the President’s official biographer 
and journalistic intimate, wrote recent: 
ly with cordial sympathy and utmost 
frankness. In discussing the President’s 
personal problem on this score, Mr. 


Lindley said: 





THE PRESIDENT S PROBLEM 


“His first job is to obtain united 
support for a foreign policy. This is 
extremely difficult. Even within his 
own Administration there are people 
who can rightfully be called the 
nucleus of.a war party. . . . Some of 
them, I am convinced, would despatch 
an American Expeditionary Force to 
Europe tomorrow if they thought they 
could get away with it. 

“The inner circle of the New Deal 
also contains men who not only be- 
lieve that we should resolutely refuse 
to become involved in another war in 
Europe, but who privately are forth- 
right in asserting that our participa- 
tion in the war of 1914-18 was a grave 
error of national policy. To cement a 
united front in our policy with regard 
to Europe will tax Mr. Roosevelt's 
leadership. To obtain it with regard to 
the Orient is no less difficult. He has 
begun on solid ground by pledging 
himself to do all he can to keep out 
of a European war. But as to his 
ability to fulfill that pledge he must 
have mental reservations, for his dis- 
cussions with his subordinates en- 
visage the possibility that eventually 
we will be drawn (or plunge) in.” 

—LAWRENCE SULLIVAN. 


CHEVROLET 


IN SALES 


The biggest selling 1939 model car in America— 
and more than that—the biggest selling car for 
seven out of the last eight years! 


IN PERFORMANCE 


It’s faster on the getaway ... it’s better on the 
hills . . . and a much better all-round performer 
- «- than other cars in its field. 


IN FEATURES 


Exclusive Vacuum Gearshift » New Aero-Stream Styling, New 
Bodies by Fisher * New Longer Riding-Base + Chevrolet’s Famous 
Valve-in-Head Six ¢ Perfected Hydraulic Brakes » New "Observa- 
tion Car” Visibility + Perfected Knee-Action Riding System with 
Improved Shockproof Steering (Available on Master De Luxe models 
only) « Tiptoe-Matic Clutch, 


IN VALUE 


Dollar for dollar, feature for feature, car for car, 
it gives you more for your money than any other 
car in its price range—thanks to Chevrolet's 
volume leadership. 
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CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, 
DETROIT, MICHIGAN. General Motors Instalment Plan—convenient, eco- 
nomical monthly payments. A General Motors Value. 


-because it’s The Only Low-Priced Car Combining 


“All That’s Best at Lowest Cost!” 
































